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I .  IKTRODOCTIOK 


A .  INTRODUCTION 

Before  a  contract  can  be  officially  "closed-out"  and 
retired  to  the  archives,  a  closeout  process  is  executed  to 
ensure  that  all  rights  and  responsibilities  of  both  parties 
have  been  met.  This  process  requires  a  number  of 
administrative  actions  from  both  the  contractor  and  the 
Government .  A  contract  is  fully  closed  only  when  it  is  both 
physically  and  administratively  complete. 

Timely  and  efficient  action  taken  in  closing  out 
physically  completed  contracts  serve  the  following  purposes: 

o  Ensures  that  all  contractual  obligations  have  been 

fulfilled  and  that  the  interests  of  the  Government  have 
been  adequately  protected. 

o  Identifies  incomplete  actions  that  may  have  been 
overlooked. 

o  Keeps  office  files  reduced  to  current  active  contracts. 

o  Permits  the  early  identification  and  deobligation  of 
excess  unliquidated  funds. 

o  Provides  a  complete  and  accurate  record  cf  all 

contractual  actions  taken  by  the  Contracting  Officer. 

No  contract,  even  though  physically  competed,  can  be  closed 

out  while  it  is  in  litigation,  while  an  appeal  is  pending 

before  the  Armed  Services  Board  of  Contract  Appeals  (ASBCA)  or 

the  General  Services  Board  of  Contract  Appeals  (GSBCA) ,  or 

until  all  termination  actions  have  been  completed. 
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B .  OBJECTIVES 


The  primary  objective  of  this  thesis  is  to  review  the 
closeout  process  within  Department  of  Defense  (DoD)  activities 
and  determine  how  the  process  might  be  made  more  efficient. 
Secondary  objectives  include  identifying  the  problems  in  the 
current  process  and  determining  the  impact  of  failure  to  close 
out  contracts  in  the  time  frame  stated  in  the  Federal 
Accfuisition  Regulation  (FAR)  .  Finally,  a  contract  closeout 
process  summary  or  guide  that  can  be  utilized  by  contracting 
personnel  as  a  training  aid  or  procedures  manual  on  the 
contract  closeout  process  will  be  developed. 

C .  RESEARCH  QUESTIONS 

To  complete  the  objectives,  fundamental  research  questions 
were  prepared.  The  primary  research  question  is:  What  are 
the  critical  factors  involved  in  effectively  managing  timely 
contract  closeout  and  how  might  the  process  be  made  more 
efficient? 

In  support  of  the  primary  question,  the  following 
secondary  questions  will  be  addressed: 

o  What  are  the  current  contract  closeout  procedures? 

o  What  are  the  unique  factors  associated  with  performing 
contract  closeout? 

o  What  are  the  principal  impediments  to  timely  contract 
closeout? 

o  What  areas  are  particularly  impacted  by  the  failure  to 
closeout  contracts  on  a  timely  basis? 
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o  What  policy  and  procedural  guidelines  should  be 

established  or  revised  in  order  to  more  efficiently  and 
effectively  manage  the  contract  closeout  process? 

D.  SCOPE  OF  THE  THESIS 

The  study  will  focus  on  the  data  accumulated  from  a  survey 
sent  to  various  DoD  commands  and  the  Coast  Guard.  The  survey 
was  sent  to  100  different  commands,  including  as  wide  a 
variety  of  contracting  organizations  as  possible.  However, 
the  majority  were  Navy  commands.  The  results  of  the  survey 
represent  primarily  Navy  responses  with  some  representation 
from  the  Army,  Air  Force,  Marine  Corps,  Coast  Guard,  and  the 
Defense  Contract  Management  Districts . 

A  Contract  Closeout  Process  Summary  has  been  developed  as 
a  by-product  of  this  thesis.  This  guide  can  be  utilized  as  a 
training  aid  or  procedures  manual.  The  Contract  Closeout 
Process  Sximmary  is  generic  in  scope  and  does  not  cover 
specific  contract  types. 

E .  METHODOLOGY 

Data  were  obtained  from  several  sources.  First,  the 
researcher  conducted  a  review  of  the  existing  literature  base 
to  gain  a  basic  familiarity  and  understanding  of  the  contract 
closeout  process.  The  literature  search  included  a  custom 
bibliography  from  the  Defense  Logistics  Studies  Information 
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Exchange  (DLSIE) .  Additional  literature  included  Government 
publications  and  reports,  and  published  and  unpublishec 
papers . 

Secondly,  field  research  was  conducted  by  visiting  or 
contacting  Government  activities  and  interviewing  personnel 
involved  in  the  contract  closeout  process.  Visits  and 
interviews  were  conducted  at  a  variety  of  DoD  organisations 
and  contractors  that  held  contracts  with  Statements  of  Work 
that  included  closing  out  DoD  contracts. 

A  final  method  of  research  included  a  survey  of  contract 
administration  personnel  at  various  commands.  The  survey  was 
conducted  to  determine  the  current  contract  closeout 
procedures,  problems  encountered  and  recommendations  to 
improve  the  contract  closeout  process.  Appendix  A  contains  a 
list  of  the  activities  that  were  instrumental  in  getting  the 
survey  completed  and  returned  in  a  timely  manner. 

F.  ORGANIZATION 

The  research  is  divided  into  five  chapters.  In  this 
Chapter,  the  objectives  of  the  research  ha  e  been  set  forth, 
the  scope  and  direction  of  the  effort  identified  and 
methodologies  for  data  collection  presented. 

Chapter  II  provides  a  basic  freunework  of  what  is  involved 
in  closing  out  contracts.  It  will  include  definitions  of 
common  terms  used  in  the  contract  closeout  process. 
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Chapter  III  discusses  the  collection  of  data  from  the 
survey  and  Chapter  IV  analyzes  the  significant  factors  found 
in  the  data.  Finally,  Chapter  V  will  siimmarize  the  results  of 
the  research  and  present  conclusions,  recommendations,  answer  , 
to  the  research  questions  and  recommendations  for  further 
research . 
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II .  BACKGROUND 


A.  INTRODUCTION 

Contract  administration  is  a  management  process  to  ensure 
that  the  contractor  delivers  the  supplies  or  services  on  time, 
goods  or  services  delivered  are  of  the  quality  required  by  the 
contract,  and  costs  are  reasonable.  Contract  closeout  is  the 
final  process  of  contract  administration  performed  to  ensure 
that  the  contractor  has  complied  with  all  the  contractual 
requirements  and  that  the  Government  has  also  fulfilled  its 
obligations  [Ref.  l;p.  267].  The  closeout  process  completes 
all  the  individual  actions  started  during  earlier  segments  of 
the  contracting  process.  Once  the  contract  is  officially 
"closed  out",  it  can  be  retired  to  the  archives. 

As  a  general  rule,  closeout  starts  when  a  contract  is 
terminated  or  the  contractor  has  delivered  and  the  Government 
has  accepted  the  supplies  or  services,  or  it  is  otherwise 
determined  to  be  physically  completed. 

After  contracts  are  physically  completed,  the 
Administrative  Contracting  Officer  (ACO)  conducts  the  closeout 
process  to  provide  reasonaJale  assurance  that  all  financial  and 
property  transactions  have  been  completed,  and  that  Government 
resources  have  not  been  lost  through  fraud,  waste  or 
mismanagement.  [Ref.  2;p.  1]  No  contract,  even  though 


6 


physically  competed,  can  be  closed  out  while  it  is  in 
litigation,  while  an  appeal  is  pending  before  the  ASBCA  or 
GSBCA,  or  until  all  termination  actions  have  been  completed. 
A  contract  is  fully  closed  only  when  it  is  both  physically  and 
administratively  complete. 

The  closeout  process  reqpaires  a  number  of  administrative 
actions  from  both  the  contractor  and  the  Government  and  varies 
by  type  of  contract .  The  closeout  process  becomes  more 
complex  as  the  dollar  value  of  contracts  increases  and  more 
complex  types  of  contracts  are  used.  Closeout  can  be  a  long 
and  time-consiiming  process  due  to  the  numerous  actions  that 
need  to  be  executed  and  the  various  activities  involved.  The 
FAR  outlines  15  actions  that  must  be  completed  to  close  out 
the  contract.  Various  activities  are  involved  in  each  of 
those  actions;  the  different  activities  include  contracting 
offices,  receiving  activities,  finance  offices,  as  well  as  the 
Defense  Contract  Audit  Agency  (DCAA)  and  the  Defense  Contract 
Management  Command  (DCMC) .  Each  action  must  be  completed  in 
a  timely  manner  to  ensure  the  overall  process  is  properly 
completed. 

B.  GENERAL  DEFINITIONS  USED  IN  THE  CLOSEOUT  PROCESS 

The  following  definitions,  with  the  exception  of  Quick 
Closeout,  are  from  the  Air  Force  Institute  of  Technology 
School  of  Systems  and  Logistics  Advanced  Contract 
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Administration  course  and  are  of  common  terms  used  in 
discussion  of  contract  closeout: 

1 .  Physically  Coo^lata  Contract 

An  important  aspect  to  understand  edsout  closeout  is 
when  the  contract  becomes  physically  complete.  All  closeout 
activities  are  linked  to  this  date. 

The  official  definition  of  physical  completion  can  be 
found  in  the  FAR  4.804-4.  It  states  that  a  contract  is 
physically  completed  when  both  the  Government  and  the 
contractor  agree  to  the  following; 

o  The  contractor  has  completed  the  required  deliveries  and 
the  Government  has  inspected  and\ accepted  the  material 
(DD  Form  250  completed) ; 

o  The  contractor  has  performed  all  services  and  the 
Government  has  accepted  such  services; 

o  All  options,  if  any,  have  expired;  or, 

o  The  Government  has  given  the  contractor  a  notice  of 
complete  termination. 

2 .  Closed  Contract 

Contracts  exceeding  the  small  purchase  limitation 
(over  $25,000)  are  closed  when  the  buying  activity  contracting 
officer  signs  either  the  DD  Form  1594  or  PK9  (MILSCAP) 
Contract  Completion  Statement.  The  Contracting  Officer  should 
do  this  only  after  the  contract  becomes  physically  completed 
and  all  administrative  actions  are  completed.  However,  a 
contract  should  not  be  closed  while  in  litigation,  or  an 
appeal  is  pending  before  the  ASBCA  or  GSBCA. 
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3 .  Administratively  Complata  Contract 

When  a  contract  is  delegated  to  a  cognizant  ACO  in  the 
field,  certain  responsibilities  go  with  the  delegation  (FAR 
42.302).  "Administratively  complete"  means  that  all  the 
actions  rec[uired  of  the  ACO  in  the  delegation  of  duties  have 
been  accomplished.  Most  ACOs  use  the  DD  Form  1597,  "Contract 
Closeout  Checklist".  However,  additional  responsibilities  may 
be  included  in  the  contract  that  are  not  on  the  form.  The  ACO 
will  also  use  another  form,  a  DD  Form  1594,  "Contract 
Completion  Statement . "  This  form  is  used  for  two  purposes . 
One  is  to  notify  the  Procuring  Contracting  Officer  (PCO)  when 
the  contract  is  physically  completed  and  the  second  is  to 
inform  the  PCO  that  the  closeout  actions  have  been  completed. 

4 .  Conflation  Statement 

A  formal  statement  by  the  contractor  stating  that  all 
supplies  and/or  services  have  been  furnished  to  the 
Government . 

5.  Quick  Closeout  Procedure  (FAR  42.708) 

The  "Quick  Closeout  Procedure"  can  be  utilized  when 
the  contract  is  physically  complete  and  closeout  will  be 
delayed  pending  DCAA' s  final  indirect  cost  determination.  The 
Quick  Closeout  Procedure  allows  the  ACO  to  negotiate  a 
settlement  of  indirect  costs  for  a  specific  contract  in 
advance  of  the  determination  of  final  indirect  rates. 
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FAR  42.708  states  that  the  use  of  the  Quick  Closeout 
Procedures  can  be  utilized  when: 

o  The  contract  is  physically  complete; 

o  The  sunount  of  unsettled  indirect  cost  to  be  allocated 
to  the  contract  is  relatively  insignificant  as 
compared  with  the  eimount  which  would  have  been  applied 
if  the  annual  rates  were  applied;  and 

o  Agreement  can  be  reached  on  a  reasonable  nxunber  of 
allocable  dollars. 

In  a  May  1989  Memorandum  for  Distribution,  the  Office 
of  the  Assistant  Secretary  of  the  Navy  (Shipbuilding  and 
Logistics)  (ASN  (S  &  L)  )  defined  "unsettled”  to  be  those  costs 
which  are  classified  by  the  DCAA  as  "questioned"  or 
"unsupported"  for  those  years  which  have  been  audited  by  DCAA. 
For  unaudited  years,  "unsettled"  indirect  costs  are 
interpreted  to  be  unaudited  costs  alloced^le  to  the  contract. 
(Ref.  3] 

Costs  may  be  determined  "relatively  insignificant" 
when  they  do  not  exceed  either  15%  of  the  total  indirect  cost 
incurred  on  the  contract,  or  $500,000,  whichever  is  less 
[Ref.  4:p.  6118].  FAR  42.708  states  that  the  final  indirect 
costs  under  the  quick  closeout  procedure  are  final  for  the 
contract  it  covers  and  no  adjustments  shall  be  made  to  other 
contracts  for  over-  or  under-  recoveries  of  costs  allocated  or 
allocable  to  the  contract  covered  by  the  agreement.  In 
addition,  indirect  cost  rates  used  in  the  quick  closeout  of  a 
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contract  shall  not  be  considered  a  binding  precedent  when 
establishing  the  final  indirect  cost  rates  on  other  contracts . 

Quick  Closeout  Procedures  are  used  to  speed  up  the 
process  of  closing  out  cost-type  contracts.  The  AGO 
responsible  for  contract  closeout  may  negotiate  quick-closeout 
rates  with  the  contractor.  These  rates  are  what  the  ACO 
"anticipates"  the  contractor's  actual  rates  will  be.  The 
actual  negotiated  rates  may  take  six  to  ten  years  to 
establish.  By  waiting  for  the  negotiation  of  final  overhead 
rates,  the  Government  might  obtain  lower  rates  and  therefore 
a  lower  overall  contract  cost,  but  the  Government  would  have 
to  wait  several  years  to  get  that  money  back  and  the  time 
value  of  money  could  negate  any  savings .  Another 
consideration  is  that  most  contracting  officers  will  keep  more 
than  enough  funds  obligated  to  cover  any  final  overhead  rate 
settlement.  The  sooner  the  contract  is  closed  the  sooner  the 
excess  funds  can  be  deboligated.  Again,  the  time  value  of 
money  must  be  considered. 

C.  CONTRACT  CLOSEOUT  FILES 

FAR  4.801  states  that  each  office  performing  contracting, 
contract  administration,  or  paying  functions  shall  establish 
files  containing  the  records  of  all  contractual  actions. 
During  contract  closeout,  files  must  be  updated  and  forms 
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authorizing  contract  closeout  must  be  completed.  Each  office 
must  close  out  their  file. 

1 .  Contracting  Office  Contract  File 

FAR  4.802  (a)  (1)  states  that  the  contracting  office 
contract  file  shall  document  the  basis  for  the  acquisition  and 
the  award,  the  assignment  of  contract  administration 
(including  payment  responsibilities)  ,  and  emy  subsequent 
actions  taken  by  the  contracting  office.  FAR  4.803  states,  in 
detail,  the  contents  for  the  "contracting  office  contract 
file. " 

When  the  contracting  (buying)  office  delegates 
administration  to  the  Defense  Logistics  Agency  (DLA)  or 
another  agency  for  administration,  it  sets  up  the  creation  of 
two  sets  of  files  on  the  same  contract.  The  closing  of  the 
contracting  (buying)  office  and  administration  office  contract 
files  are  linked  together  whereas  the  paying  office  closes 
their  files  independently  of  other  files. 

2 .  Contract  Administration  Office  File 

FAR  4.802  (a)  (2)  states  that  the  contract 
administration  office  contract  file  shall  docvunent  the  basis 
for  and  the  performance  of  contract  administration 
responsibilities.  In  FAR  4.803  (b) ,  the  specific  items  to  be 
included  in  the  contract  administration  office  file  are  set 
forth.  This  file  is  maintained  by  the  Contract  Administration 
Office  (CAO)  for  use  in  administering  the  contract.  During 
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contract  performance,  many  official  records  may  not  be  in  the 
ACO's  file  such  as;  Government  property,  quality  assurance, 
production,  engineering,  and  purchasing  system  information. 
During  the  contract  closeout  process  these  files  are  assembled 
together  in  the  contract  administration  contract  file. 

The  closing  of  the  buying  and  administrative  contract 
files  are  linked  together  by  one  form;  the  DD  Form  1594 
"Contract  Completion  Statement".  Although  the  buying  and 
administrative  files  are  closed  separately,  they  close  on  the 
same  date.  This  date  is  assigned  by  the  ACO.  If  the  buying 
activity  cannot  close  its  files  within  90  days  of  the 
administrative  office  date,  then  the  ACO  assigned  closeout 
date  is  superceded  by  the  PCO  assigned  dated.  It  is  important 
that  the  PCO  advise  the  ACO  of  the  new  date  so  the 
administrative  files  are  not  closed/stored  and  destroyed 
early . 

3 .  Paying  Office  Contract  File 

FAR  4.803  (c)  states  that  the  paying  office  contract 
file  will  contain: 

o  Copy  of  the  contract  and  any  modifications 
o  Bills,  invoices,  vouchers  and  supporting  documents 
o  Record  of  payments  and  receipts 
o  Other  pertinent  documents. 
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The  finance  office  closes  its  file  independently  of  the  PCO 
and  ACO  files  and  uses  no  special  forms.  The  paying  office 
contract  file  is  closed  upon  final  payment. 

D.  PERSONMSL  INVOLVED  IN  THE  CLOSEOUT  PROCESS 

The  Procuring  Contracting  Officer  (PCO)  and  Administrative 
Contracting  Officer  (ACO)  can  be  the  saune  person.  If  the  PCO 
does  not  delegate  the  administrative  functions  to  another 
agency,  s/he  will  be  the  ACO.  On  the  other  hand,  if  the  PCO 
does  delegate  the  administrative  functions  to  another  agency, 
that  agency  will  assign  an  ACO  to  the  contract. 

1 .  Procuring  Contracting  Officer  (PCO) 

The  PCO  is  the  person  who  "opens"  the  contract  by 
awarding  it  and  then  ultimately  "closes"  the  contract  at  the 
end.  The  closing  of  the  "contracting  office  contract  files" 
can  only  be  done  at  the  buying  activity.  The  ACO 
"administratively"  closes  the  file. 

2 .  Administrative  Contracting  Officer  (ACO) 

The  ACO  is  responsible  for  completing  and  initiating 
the  closeout  action.  S/He  coordinates  all  organizations  (the 
contractor,  the  requiring  activity,  DCAA,  if  applicable,  etc.) 
involved  with  the  contract  and  ensures  that  each  has  submitted 
the  appropriate  contract  completion  forms.  When  the  ACO  makes 
the  determination  that  the  contract  is  physically  and 
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administratively  complete,  s/he  then  certifies  it  and  forwards 
the  certificate  to  the  PCO  for  signature. 

B.  TIME  FRAMES  FOR  CONTRACT  CLOSURE  ACTION 

The  Government  has  est2d>lished  standard  time  frames  for 
contract  closure  action.  FAR  4.804-1  states  that  the  purpose 
of  these  time  frames  is  to  promote  the  timely  closeout  of 
contracts .  For  Firm  Fixed-Price  contracts  (excluding  small 
purchases) ,  the  goal  for  contract  closeout  is  six  months  after 
physical  completion.  Contracts  requiring  settlement  of 
indirect  rates  have  a  goal  of  36  months  and  all  other 
contracts  have  a  goal  of  20  months  after  physical  completion. 

F.  CONTRACT  CLOSEOUT  PROCESS 

FAR  4.804-5  states  the  detailed  procedures  for  closing  out 
contract  files.  The  first  step  in  the  process  of  closing  DoD 
contracts  is  a  determination  that  the  contract  is  "physically 
complete"  .  The  ACO  responsible  for  closeout  must  assure  that 
all  supplies,  or  services,  have  been  received  and  accepted  by 
the  Government .  In  addition,  the  ACO  must  assure  that  no 
option  provisions  remain  open. 

Secondly,  an  initial  contract  funds  status  review  shall  be 
accomplished  and,  where  appropriate,  excess  funds  identified 
to  the  PCO.  The  ACO,  when  delegated  administrative  duties, 
must  prepare  a  DD  Form  1594,  "Interim  Contract  Completion 
Statement  (Notice  of  Physical  Completion) "  as  set  forth  in 
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DFARS  204.804-2.  This  is  to  alert  the  PCO  that  the  contract 
is  now  physically  complete  and  ready  to  begin  the  closing  out 
process.  If  possible,  excess  funds  can  be  removed  at  this 
time . 

The  third  step  of  the  contract  closeout  process  is  to 
ensure  that  the  actions  in  FAR  4.804-5  have  been  completed. 
These  actions  are; 

o  Disposition  of  classified  material  is  completed; 
o  Final  patent  report  is  cleared; 
o  Final  royalty  report  is  cleared; 

o  There  is  no  outstanding  value  engineering  change 
proposal ; 

o  Plant  clearance  report  is  received; 
o  Property  clearance  is  received; 
o  All  interim  or  disallowed  costs  are  settled; 
o  Price  revision  is  completed; 

o  Subcontracts  are  settled  by  the  prime  contractor 
o  Prior  year  indirect  cost  rates  are  settled; 
o  Termination  docket  is  completed; 
o  Contract  audit  is  completed; 

o  Contractor's  closing  statement  is  completed; 

o  Contractor's  final  invoice  has  been  siibmitted; 

o  Contract  funds  review  is  completed  and  deobligation  of 
any  excess  funds  is  recommended. 

In  the  fourth  step,  the  contracting  officer  administering 
the  contract  shall  prepare  a  DD  Form  1594  "Contract  Completion 
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statement"  verifying  that  all  contract  actions  have  been 
completed.  The  "closing  date"  is  estzdDlished  by  the  AGO  on 
the  DD  Form  1594.  The  AGO  forwards  the  original  DD  Form  1594 
to  the  PGO  and  retains  a  signed  (by  the  AGO)  copy  of  the  DD 
Form  1594  in  the  administration  file  as  authority  to  close  the 
file.  The  AGO  sends  only  the  DD  Form  1594  and  not  the  entire 
file . 

As  stated  above  in  Section  G  (2) ,  although  the  buying  and 
administrative  files  are  closed  separately,  they  close  on  the 
same  date.  This  date  is  assigned  by  the  AGO.  However,  if  the 
buying  activity  cannot  close  its  files  within  90  days  of  the 
administrative  office  date,  then  the  AGO  assigned  closeout 
date  is  superceded  by  the  PGO  assigned  date.  It  is  important 
that  the  PGO  advise  the  AGO  so  the  administrative  files  are 
not  closed/stored  and  destroyed  early. 

The  final  step  in  the  contract  closeout  process  is  the 
storing  and  disposing  of  the  contract  files.  The  FAR  states 
that  agencies  shall  prescribe  procedures  for  handling, 
storing,  and  disposing  of  contract  files.  However,  FAR  4.805 
specifies  individual  retention  periods  for  various  documents. 

1 .  Firm  Fixed-Price  Contracts 

Because  Firm  Fixed-Price  (FFP)  contracts  do  not 
involve  pricing  actions  at  contract  closeout,  many  of  the 
actions  listed  in  FAR  4.804-5  for  closeout  are  not  applicable. 
For  example,  final  payment  on  a  Firm  Fixed-Price  contract 
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does  not  deviate  from  the  price  agreed  upon  at  contract  award 
and  therefore  does  not  require: 

o  Settlement  of  interim  or  disallowed  costs; 
o  Price  rev'  sion; 

o  Prior  year  indirect  cost  rate  settlement;  or 
o  A  contract  audit. 

2 .  Other  than  Firm  Fixed-Price  Contracts 

In  contrast  to  Firm  Fixed-Price  contracts,  cost- 
reimbursement  and  other  types  of  Fixed-Price  contracts  require 
several  pricing  actions,  as  well  as  additional  administrative 
actions,  before  the  contract  can  be  closed  out.  All 
contractors  performing  Cost  Reimbursement  contracts  shall 
submit  a  final  closeout  statement  that  includes  a  statement  of 
accounts,  a  formal  contract  release  (as  required  by  FAR  clause 
52.216-7  Allowable  Cost  and  Payment),  performance  summary, 
list  of  contract  modifications  and  a  patent/royalty  report,  if 
applicable.  The  ACO  shall  initiate  a  follow-up  to  the 
customer  activity,  requesting  the  Contractor  Performance 
report  (required  by  all  Contract  Administration  Plans)  and  any 
additional  information  required  regarding  the  status  of  the 
contract . 

Additionally,  Cost  Reimbursement  and  Fixed-Price 
Incentive  contracts  require  a  final  audit  by  DCAA  to  establish 
final  indirect  rates  prior  to  being  closed  out.  This  is  to 
ensure  that  all  incurred  costs  are  reasonable,  applicable  to 
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the  contract,  determined  under  Generally  Accepted  Accounting 
Principles  (GAAP)  and  Cost  Accounting  Standards  (CAS) 
applicable  in  the  circumstances,  and  not  prohibited  by  the 
contracts,  by  statute  or  regulation,  or  by  previous  agreement 
with,  or  decision  of,  the  Contracting  Officer.  [Ref.  5:p.  601] 

Once  the  DCAA  audit  report  has  been  obtained,  the  ACO 
hall  review  the  report  to  determine  whether  DCAA  has  found 
that  the  contractor  was  either  overpaid  or  underpaid.  This 
report  will  also  state  whether  the  contractor  concurs  or 
disagrees  with  the  auditor's  report.  If  the  contractor 
disagrees  with  the  auditor' s  report,  the  ACO  will  negotiate 
with  the  contractor  to  reconcile  the  differences. 

If  the  ACO  does  not  agree  with  DCAA' s  audit  report, 
the  PCO  will  make  the  final  determination  after  reviewing 
DCAA' s  audit  report  and  the  ACO' s  detailed  explanation  on  why 
s/he  does  not  agree  with  the  audit.  If  the  audit  report  is 
acceptable  and  the  contractor  has  been  underpaid,  the  ACO 
shall  review  the  contract  file  to  determine  whether  sufficient 
funding  remains  obligated  to  pay  any  additional  amount  owed  on 
the  contract.  Otherwise,  the  ACO  shall  initiate  a  request  to 
the  customer  activity  for  the  additional  funding  required  to 
pay  the  contractor's  final  invoice  and  upon  receipt,  modify 
the  contract  to  provide  funding  for  payment.  If  the 
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contractor  has  been  overpaid,  the  ACO  shall  make  arrangements 
in  accordance  with  agency  procedures  to  recoup  the  overpaid 
amount . 

*.  Quick  ClosBout  Procedure. 

When  the  contract  is  physically  complete  and 
closeout  will  be  delayed  pending  DCAA' s  final  indirect  cost 
determination,  the  quick  closeout  procedure  may  be  utilized. 
In  accordance  with  FAR  42.708,  the  ACO  may  negotiate  a 
settlement  of  indirect  costs  for  a  specific  contract  in 
advance  of  the  determination  of  final  indirect  rates  when  the 
amount  of  unrettled  indirect  cost  to  be  allocated  to  the 
contract  is  relatively  insignificant  as  compared  with  the 
amount  which  would  have  been  applied  if  the  annual  rates  were 
applied  and  agreement  can  be  reached  on  a  reasonable  number  of 
allocable  dollars. 

b.  Terminated  Contracts . 

In  accordance  with  FAR  49.303-3,  if  the  contract 
was  terminated  and  contains  the  clause  at  52.216-7,  Allowable 
Cost  and  Payment,  a  bilateral  agreement  may  be  utilized  for 
final  settlement  of  indirect  costs.  This  method  is  used  when 
it  appears  that  adjustment  of  indirect  costs  will  unduly  delay 
final  settlement.  The  Terminating  Contract  Officer  (TCO) , 
after  obtaining  information  from  the  appropriate  audit  agency, 
may  negotiate  the  2unount  of  indirect  costs  for  the  contract 
period  for  which  final  indirect  cost  rates  have  not  been 
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negotiated,  or  to  use  billing  rates  as  final  rates  for  this 
period  if  the  billing  rates  appear  reasonadale. 

G.  SUMKARY 

The  basic  contract  closeout  process  is  not  complicated. 
However,  because  of  the  nvimerous  variables  (delegations, 
contract  types,  etc.),  the  basic  process  develops  into  a  more 
complicated  procedure.  The  complexity  of  the  contract 
closeout  process  also  increases  with  the  number  of  different 
agencies  involved. 

Chapter  II  provided  a  basic  freunework  of  what  is  involved 
in  closing  out  contracts,  including  definitions  of  common 
terms  used  in  the  contract  closeout  process.  Chapter  III  will 
present  data  that  were  collected  from  a  survey  conducted  by 
the  researcher.  The  survey  addressed  various  issues  in  the 
closeout  process. 
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III.  DATA  PRESENTATION 


A.  INTRODUCTION 

This  chapter  presents  the  data  that  were  collected  from  a 
survey  conducted  by  this  researcher.  The  survey  was  sent  to 
100  different  commands  within  the  Department  of  Defense  (DoD) . 
Sixty-two  surveys  were  completed  and  returned  to  the 
researcher . 

Questions  were  asked  to  determine  the  following: 

o  The  current  practice  used  in  closing  out  contracts; 

o  Common  reasons  for  any  contract  closeout  problems; 

o  Areas  impacted  from  contracts  not  closed  out  in  a 
timely  manner; 

o  Participants  in  the  contract  closeout  process; 
o  Actions  to  improve  the  current  process. 

B.  CURRENT  PRACTICE  OF  CLOSING  OUT  CONTRACTS 

FAR  Part  4.804,  DFARS  204.804,  and  numerous  instructions 
describe  how  contracts  should  be  closed  out.  In  each  of  these 
documents,  policy  and  procedures  are  written  in  detail.  The 
following  questions  in  this  section  were  asked  to  determine 
what  the  current  practice  of  closing  out  contracts  is  and  if 
policies  and  procedures  are  being  utilized. 
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1 .  When  do  you  usually  initiata  tha  cloaaout  procass? 

It  is  DoD  policy  that  contracts  be  closed  as  soon  as 
possible  after  physical  completion  of  the  contract .  A  June 
1987  Auditor  General  Report,  stated  that  many  contracting 
offices  do  not  start  closeout  actions  until  the  prescribed 
closeout  time  frzunes  are  reached  or  exceeded  [Ref.  6:p  10]. 
This  question  was  asked  to  determine  if  this  finding  was  still 
valid.  The  survey  results  were: 

37%  As  soon  as  the  contract  is  physically  completed, 
16%  Within  the  time  limits  of  the  FAR, 

3%  At  the  end  of  the  time  limit  of  the  FAR, 

47%  Other. 

The  survey  question  did  not  differentiate  between  FFP 
contracts  and  Cost  Reimbursement  contracts.  Many  (47%)  of  the 
responses  were  conditional,  .such  as: 

o  The  closeout  process  is  initiated  when  DCAA  completes 
final  audit/ 

o  The  process  is  initiated  when  the  contract  appears  on 
the  suspense  list; 

o  The  process  is  initiated  when  the  contractor  sends  the 
final  voucher; 

o  When  time  permits. 

These  responses  were  categorized  as  "other"  because  it  could 
not  be  determined  if  the  contract  closeout  process  was 
initiated  within  the  time  limits  of  the  FAR. 
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Figure  2  shows  the  survey  results  for  the  length  of 
the  closeout  process  for  Cost  Reimbursement  contracts.  The 
survey  results  for  Cost 
Reimbursement  contracts  were: 

6%  Closed  out  within 
three  years; 

54%  Closed  out  within 

three  to  five  years; 

23%  Closed  out  within 

five  to  seven  years; 

17%  Closed  out  within 

seven  to  ten  years . 

The  majority  (70%)  of 
Firm  Fixed-Price  contracts 
are  closed  out  within  six 
months  and  95%  are  closed  out 
within  a  year.  Only  5%  of  the  Firm  Fixed-Price  contracts  too)c 
more  than  a  year  to  close  out. 

Only  6%  of  the  Cost  Reimbursement  contracts  are  closed 
out  within  three  years .  Another  54%  are  closed  out  within 
three  to  five  years,  23%  between  five  to  seven  years  and  17% 
between  seven  to  ten  years. 

Eleven  of  the  62  responses  were  categorized  as 
"other".  The  responses  were  conditional,  such  as  "Once  DCAA 
does  the  final  overhead  rate,  then  the  closeout  process  takes 
one  month."  Because  a  time  frame  could  not  be  determined  by 
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those  types  of  responses,  the  results  of  those  responses  were 
not  included  in  the  adDOve  percentages . 

The  survey  also  requested  a  time  frame  for  closeout  of 
Fixed-Price-Incentive-Firm  (FPIF)  contracts  but  the  response 
rate  for  that  category  was  so  insignificant  that  an  analysis 
could  not  be  accomplished. 

3 .  Do  you  usually  meat  the  FAR  tine  raquiramants  for 
closing  out  contracts? 

This  question  was  asked,  without  stating  the  FAR  time 


requirements,  to 

determine 

the 

general 

indication 

of 

compliance  with 

the  FAR  in 

the 

closeout 

process . 

The 

responses  are  in 

line  with 

the 

responses 

to  the  above 

question,  in  that  the  majority  of  the  respondents  (75%)  feel 
that  they  close  out  FFP  contracts  within  the  FAR  time 
requirements  but  86%  feel  that  they  do  not  close  out  Cost 
Reimbursement  contracts  within  the  FAR  time  requirement. 

4.  Do  you  close  out  the  contract  (1)  in  the  sequence 
•tated  in  FAR  Part  4?;  (2)  one  at  a  tiaae  (not  going  to  the 
next  step  until  the  previous  step  can  be  checked  off)  ?;  or  (3) 
concurrently  (two  or  more  at  a  time:  whenever  a  step  can  be 
checked  off)? 

This  question  was  asked  because  research  had  indicated 
that  personnel  closing  out  contracts  tended  to  process 
closeout  actions  one  step  at  a  time  in  the  sequence  listed  in 
the  FAR.  The  responses  to  the  survey  revealed  a  different 
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result.  Almost  98%  of  those  that  responded  to  this  question 
stated  that  they  process  the  closeout  steps  concurrently  (two 
or  more  at  a  time;  whenever  a  step  can  be  checked  off) . 

5.  Bav«  you  ever  utilised  the  Quick  Closeout  procedure? 

An  audit  report  [Ref.  7:p.  4}  stated  that  many  ACOs 
did  not  use  FAR  procedures  that  authorized  quick  closeout  of 
contracts  that  were  awaiting  settlement  of  overhead  rates 
because  they  were  not  aware  of  the  method.  This  question  was 
asked  to  determine  if  this  finding  was  still  valid.  Survey 
results  were; 

47%  Had  utilized  the  quick  closeout  procedure  at 
least  once . 

53%  Had  never  utilized  the  quick  closeout  procedure. 

Only  47%  stated  that  they  had  ever  utilized  the  Quick 
Closeout  procedure.  Of  the  53%  that  never  utilized  the  Quick 
Closeout  procedure,  the  majority  stated  that  they  did  not  know 
that  it  existed  or  did  not  understand  the  procedure.  Other 
reasons  cited  were: 

o  No  contractors  will  work  with  me  on  it. 

o  Reluctance  on  the  part  of  the  contractor  and  field 
activity . 

o  It  never  seemed  to  work,  so  I  had  to  revert  to  the 
regular  process  in  the  end. 


6.  Bavw  you  avar  iaauad  a  bilataral  agraanant  uaing  a 
DCAA  astimatad  amoxint  for  ovarhaad  coats  instaad  of  waiting 
for  DCJUl  to  submit  thair  final  audit  to  closa  out  a  contract? 

Since  the  audit  report  referenced  in  Question  5  stated 
that  many  ACOs  were  not  aware  of  the  Quick  Closeout  procedure, 
the  researcher  included  this  question  in  the  survey  to 
determine  if  they  were  aware  of  the  bilateral  agreement 
procedure .  Survey  results  were : 

14%  Had  utilized  the  bilateral  agreement; 

86%  Had  never  utilized  the  bilateral  agreement. 

Only  14%  stated  that  they  had  ever  utilized  the 
bilateral  agreement  procedure  to  close  out  a  contract.  Of 
those  that  never  utilized  the  bilateral  agreement  procedure, 
the  majority  stated  that  they  were  unaware  of  this  practice  or 
did  not  understand  the  procedure . 

7 .  How  are  contracts  tracked  to  determine  when  they  are 
physically  completed? 

Since  the  contract  closeout  process  is  supposed  to  be 
initiated  as  soon  as  as  the  contract  is  physically  completed, 
the  researcher  was  interested  in  how  the  commands  tracked  the 
contracts  to  determine  when  the  contract  was  physically 
completed.  The  responses  were  divided  into  two  groups: 
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manual  tracking  and  tracking  using  an  automated  system. 
Survey  results  were: 

58%  Tracked  contracts  manually, 

42%  Used  a  computerized  automated  system  to  track 
contracts . 

The  responses  to  this  question  demonstrate  that  there 
is  no  uniform  system  for  tracking  the  closeout  process .  Some 
commands  have  an  automated  tracking  system  with  formalized 
procedures  while  other  commands  track  their  contracts  manually 
using  informal  procedures.  The  commands  that  use  an  automated 
system  all  utilize  different  computer  programs  for  tracking 
contracts;  there  is  no  one  standard  program  for  tracking 
contract  closeouts .  DLA  has  a  Mechanized  Contract 

Administration  Services  (MOCAS)  system  that  tracks  shipment 
using  data  base  inputs  and  provides  visibility  of  contract 
completion  to  management  and  the  ACO,  but  the  Navy,  Air  Force, 
Army,  Marine  Corps  and  Coast  Guard  do  not  have  the  MOCAS 
system. 

Forty-two  (42%)  of  the  Navy  commands  stated  that  their 
closeout  process  was  automated.  The  respondents  described 
various  types  of  automated  systems,  some  just  track  and  report 
if  the  contract  has  been  physically  complete  over  90  days, 
while  others  track  the  final  audit  date,  final  invoice  date. 
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destroyed  date,  etc.  Some  responses  describing  the  various 
Navy  tracking  systems  are: 

o  We  track  contract  closeout  by  a  dateJsase  system. 
Quarterly  a  list  of  contracts  are  sent  to  the 
negotiators  to  update  the  status  of  the  contracts .  It 
is  the  negotiator's  responsibility  to  update  the 
listing  so  the  individual  closing  out  the  contracts 
knows  what  contracts  are  physically  complete. 

o  We  have  a  DBASE  system  set-up  showing  status  of 
contracts,  i.e.,  active,  pending,  retired.  The 
contracts  are  also  color  coded  yellow  for  pending,  red 
for  retired. 

o  A  database  is  set  up  on  the  personal  computer  (PC) . 

For  the  remaining  Navy  commands  that  stated  that  they 
did  not  have  an  automated  system,  there  was  a  wide  variety  of 
procedures  for  tracking  the  closeout  process;  there  was  no  one 
uniform  method  of  tracking  the  closeout  process.  Some 
examples  of  the  different  methods  are: 

o  Contract  closeouts  are  tracked  by  monitoring  the 
"exception  list". 

o  Letters  are  sent  to  the  contractor,  and  1593s  sent  to 
the  Defense  Contracts  Management  Area  Office  (DCMAO) ,  no 
tracking  per  se  exists. 

o  Sporadically,  if  we  don't  get  a  notification  of  the 
physical  completion  we  rely  on  periodic  sweeps  of  the 
files . 

o  Forms  are  sent  to  the  requesting  code  asking  if  all 
services  have  been  completed,  all  data  received  and 
Government  Furnished  Property  (GFP)  settled. 

o  Solicitation  logs  are  reviewed  or  the  contract  is 
physically  pulled  to  determine  if  it  is  ready  for 
closeout . 
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8 .  Do  you  hav«  a  reporting  aystam  for  closing  out. 
contracts? 

This  question  was  asked  to  determine  if  contract 
closeout  status  was  in  a  reporting  system  that  generated  a 
report  that  management  could  examine.  Survey  results  were; 

64%  Have  a  reporting  system, 

36%  Did  not  have  a  reporting  system. 

Sixty-four  percent  (64%)  stated  that  they  had  a 
reporting  system.  Reporting  systems  varied  between  commands; 
some  commands  had  automated  systems  that  produced  reports  and 
other  command  generated  reports  manually.  From  the  comments 
on  the  survey,  a  percentage  could  not  be  determined  as  to  what 
commands  had  an  automated  reporting  system  and  what  commands 
did  not . 

C.  COMMON  REASONS  FOR  PROBLEMS 

In  the  contract  closeout  process,  there  are  a  wide  variety 
of  causes  for  delays  and  problems.  The  process  requires  a 
number  of  administration  actions  from  both  the  contractor  and 
the  Government  and  recjuires  actions  by  several  different 
activities  such  as  contracting  offices,  receiving  activities, 
administrative  activities,  audit  offices  and  finance  offices. 
The  following  cjpjestions  in  this  section  were  asked  to 
determine  whether  or  not  common  reasons  for  problems  could  be 
identified  throughout  the  different  DoD  commands. 
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1 .  What  is  the  major  reason  why  the  closeout  process  is 
not  initiated  as  soon  as  the  contract  is  physically  completed? 

Research  indicated  that  the  closeout  process  is  an 
often  overlooked  aspect  of  contract  administration.  Contract 
closeout  had  a  low  priority;  the  priority  was  to  award 
contracts  and  obligate  funds.  [Ref.  8;p.  10]  This  question 
was  asked  to  determine  if  this  "finding"  was  still  valid. 
Survey  results  were: 

40%  Delays  caused  by  limited  manpower  and  low 
priority; 

21%  Delays  caused  by  contractor; 

17%  Delays  caused  by  DCAA; 

15%  Delays  caused  by  the  paying  office; 

7%  Delays  caused  by  other  reasons. 

Forty  percent  (40%)  of  the  responses  stated  that 
limited  manpower  coupled  with  low  priority  were  the  major 
reasons  the  process  is  not  initiated  as  soon  as  the  contract 
is  physically  completed.  Twenty-one  percent  (21%)  stated  that 
the  delay  was  caused  by  the  contractor  for  various  reasons, 
such  as  the  contractor  not  submitting  the  final  invoice  and 
waiting  for  the  contractor  to  finish  all  responsibilities, 
e.g..  Contract  Data  Recjuirements  Lists  (CDRLs)  .  Seventeen 
percent  (17%)  stated  that  contract  closeout  was  delayed 
because  they  were  waiting  for  DCAA  to  establish  final  overhead 
rates  and  fifteen  percent  (15%)  blamed  the  paying  office  for 
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various  reasons,  such  as  inadequate  notification.  The 
remaining  seven  percent  (7%)  stated  several  reasons  such  as: 

(1)  unliquidated  balance  must  be  corrected  prior  to  closeout, 

(2)  claims,  and  (3)  no  closeout  information  is  available. 

The  response  rate  of  21%  that  stated  the  contractor 
was  the  cause  of  the  delay  and  17%  that  stated  DCAA  was  the 
cause  may,  in  fact,  be  misleading.  The  contractor's  reason 
for  not  submitting  a  final  invoice  may  have  been  due  to 
waiting  for  DCAA  to  establish  the  final  overhead  rate.  If 
this  is  the  case,  DCAA  should  have  a  higher  percentage  and 
could  be  ranked  second  for  reasons  for  closeout  delay  and  the 
contractor  ranked  third,  instead  of  vice  versa. 

2 .  Are  there  any  cases  where  there  was  a  problem  in 
closing  out  a  FFP  contract? 

This  question  was  asked  to  determine  if  the  researcher 
needed  to  include  FFP  contracts  as  a  separate  issue  in  her 
research  of  the  closeout  process.  Survey  results  were: 

30%  Had  no  problems  with  closing  out  FFP  contracts, 

70%  Had  some  problems  with  closing  out  FFP  contracts. 
Of  the  70%  who  responded  that  they  had  some  problems  with 
closing  out  FFP  contracts,  the  responses  were  as  follows: 

33%  Problems  with  the  paying  office; 

20%  Problems  with  Goverment  Furnished  Property; 

12%  Problems  with  funding; 

5%  Other. 


33 


Thirty-three  percent  (33%)  of  the  70%  cited  the  paying 
office  as  the  reason  for  closeout  problems .  Such  reasons 
included: 

o  The  notice  of  final  payment  is  frequently  not 
received. 

o  Proper  documentation  from  the  paying  office  to 

closeout  the  contract  is  not  received  so  contractors 
must  be  contacted  for  the  information. 

o  The  paying  office  took  an  unauthorized  discount. 

o  Reconciliation  of  unliquidated  obligations  by  paying 
office . 

Twenty  percent  (20%)  cited  that  Government  Furnished 
Property  (GFP)  was  the  reason  for  the  closeout  problem. 
Reasons  included: 

o  The  mechanics  of  getting  GFP  returned  and  inspected 
sometimes  causes  problems. 

o  When  GFP  is  a  part  of  the  contract,  often  times,  no 
file  evidence  exists  of  the  status  of  the  GFP. 

Twelve  percent  (12%)  stated  that  funding  caused  some 
closeout  problems.  Reasons  included: 

o  Funds  were  remaining  and  research  had  to  be  done  to 
determine  why . 

o  Additional  funding  requirement  at  the  end  of  the 
fiscal  year. 

o  Fixed-Priced  services  generally  have  a  small  amount  of 
excess  funding  that  must  be  investigated  and 
deobligated. 
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Of  the  remaining  responses  that  stated  a  problem  in 
closing  out  FFP  contracts,  there  was  no  one  clear  category 
that  covered  the  reasons.  Reasons  ranged  from; 
o  Claims, 

o  Requests  for  Equitable  Adjustments, 
o  The  contractor's  invoice  was  misplaced. 

Since  the  problems  stated  above  are  not  unique  to  FFP 
contracts,  these  contracts  will  not  be  discussed  separately 
from  Cost  Reimbursement  contracts. 

3 .  What  are  the  major  reasons  for  delay  in  closing  out 
contracts? 

Research  indicated  that  the  biggest  reason  for  delay 
in  closing  out  Cost  Reimbursement  contracts  is  waiting  for 
DCAA  to  audit  the  contractor  and  determine  the  final  indirect 
overhead  rates.  This  question  was  asked  to  determine  if  this 
finding  was  still  valid.  Although  the  question  in  the  survey 
did  not  specify  Cost  Reimbursement  contracts,  the  responses 
indicated  that  other  than  FFP  contracts  were  intended  in  the 
response.  Many  of  the  responses  had  more  than  one  reason  for 
the  delay  in  closing  out  contracts  and  were  ranked 
accordingly.  The  survey  results  were: 

33%  Inaction  by  DCAA, 

21%  Inaction  by  the  ACO, 

14%  Inaction  by  the  contractor. 
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10%  Reconciling  differences  between  the  paying  and 
funding  offices, 

22%  Various  other  reasons. 

Inaction  by  DCAA  was  stated  as  the  number  one  reason 
for  delay  by  33%  of  the  respondents  while  21%  of  the 
respondents  stated  that  inaction  by  the  ACO  was  the  number  one 
reason  for  delay.  Fourteen  percent  (14%)  stated  that  inaction 
by  the  contractor  was  the  number  one  reason  and  ten  (10%) 
stated  that  waiting  for  differences  in  records  between  paying 
and  funding  offices  to  be  corrected  was  the  number  one  reason. 
The  remaining  responses  had  various  other  reasons  as  the 
number  one  cause  for  delay,  such  as: 
o  Lack  of  resources, 

o  Unsettled  requests  for  equitable  adjustments, 
o  Lack  of  adequate  notification, 
o  Contract  is  under  litigation, 

o  Waiting  for  difference  in  GFP  records  to  be  corrected. 

4 .  Did  you  ever  have  formal  training  on  closing  out 
contracts? 

Research  indicated  that  the  closeout  process  is  not 
emphasized  during  training  and  many  contracting  personnel  are 
unaware  of  any  alternate,  more  efficient  methods  for  closing 
the  contract.  Survey  results  were: 

85%  No  formal  training  on  contract  closeout 

15%  Some  formal  training  on  contract  closeout. 


36 


Eighty-five  percent  (85%)  stated  that  they  did  not 
have  any  formal  training  on  closing  out  contracts.  The  15% 
that  did  receive  formal  training  stated  that  it  was  touched 
upon  in  their  Basic  Acquisition  course. 

D.  AREAS  IMPACTED  FROM  CONTRACTS  NOT  CLOSED  OUT  IN  A  TIMELY 
MANNER. 

The  Armed  Services  Pricing  Manual  (ASPM)  states  three  main 
reasons  why  the  Government  promotes  timely  closeout  of 
contracts.  These  reasons  are  to  recover  excess  funds  on 
completed  or  inactive  contracts,  to  ensure  that  the  personnel 
involved  with  the  contract  remember  what  took  place  and  are 
still  availcible  to  assist  in  resolving  the  issues,  and  that  it 
is  good  administrative  practice  to  clean  up  any  loose  ends  as 
soon  as  it  is  feasible.  However,  the  ASPM  and  other 
instructions  on  the  contract  closeout  process  do  not  state  the 
consequences  that  occur  from  delaying  contract  closeout  past 
the  time  frames  specified  in  the  FAR.  The  following  questions 
in  this  section  were  asked  to  determine  if  personnel  involved 
in  contract  closeout  were  aware  of  the  impact  of  overdue 
contract  closeouts  and  what  areas  were  affected. 

1 .  Have  you  ancountarad  any  problama  from  untimaly 
contract  cloaaouta? 

Contracts  that  are  not  closed  out  within  the  time 
freunes  specified  in  the  FAR  can  have  adverse  effects  on  the 
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Government.  These  adverse  effects  deal  with  monetary,  as  well 
as  non-monetary  concerns.  This  question  was  ashed  to 
determine  if  any  personnel  had  experienced  problems  due  to  not 
closing  out  the  contract  in  a  timely  manner  amd  what  specific 
problems  occurred  from  untimely  contract  closeouts.  Survey 
results  were: 

29%  No  problems  encountered  from  untimely  contract 
closeouts . 

71%  Had  problems  from  untimely  contract  closeouts. 
52%  of  71%  Monetary  problems, 

19%  of  71%  Non-monetary  problems. 

Of  the  71%  that  responded  that  they  had  encountered 
problems  from  untimely  contract  closeouts,  52%  had  to  do  with 
monetary  concerns,  such  as: 

o  Funds  expired  and  it  was  difficult  to  get  prior  year 
funding  to  finalize  changes. 

o  On  old  (1-3  years)  invoices  with  no  record  of  payment 
(either  contractor  or  Government) ,  we  cannot  obtain 
a  decision  from  legal/other  on  whether  to  pay  the 
contractor . 

o  The  customer  (requiring  activity)  loses  the  adsility  to 
spend  funds  if  credits/deobligations  are  settled  in  the 
next  fiscal  year. 

The  remaining  19%  had  non-monetary  concerns.  Ten 
percent  (10%)  cited  loss  of  records  and  personnel 
knowledgeable  on  the  contracts  as  a  problem.  Comments 
included: 
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o  Records  are  no  longer  available  because  they  have  been 
lost  during  reorganization  or  multiple  moves  from  place 
to  place. 

o  The  Contracting  Officer's  Technical  Representatives 

(COTRs)  are  no  longer  here  to  verify/accept  issues,  etc. 

o  Personnel  familiar  with  the  contract  are  no  longer 
working  at  the  command. 

Six  percent  (6%)  cited  that  additional  reporting  requirements 
were  a  problem  from  untimely  contract  closeout  and  the 
remaining  three  percent  (3%)  stated  that  lack  of  storage  space 
beccune  a  problem. 

2 .  What  areas  do  you  feel  are  io^acted  by  the  failure  to 
closeout  contracts  on  a  timely  basis? 

This  c[uestion  was  asked  to  determine  if  people  were 
aware,  in  general,  of  any  type  of  impact  caused  by  the  failure 
to  closeout  contracts  on  a  timely  basis.  This  impact  could  be 
to  their  specific  command  or  to  the  entire  DoD.  Many  of  the 
responses  stated  that  more  than  one  area  was  impacted  due  to 
th<:  fisilure  of  closing  out  contracts  on  a  timely  basis  and 
ranked  them  accordingly.  Survey  results  were: 

46%  Increase  in  backlog. 

41%  Funding  problems, 

13%  Other  areas. 

An  increase  in  the  backlog  was  stated  by  46%  of  the 
respondents  as  the  number  one  area  impacted  by  untimely 
contract  closeout .  Following  in  second  place  was  recovering 
of  excess  funds  or  other  funding  problems.  Forty-one  percent 
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(41%)  of  the  respondents  stated  that  this  was  an  area  impacted 
by  untimely  contract  closeout.  For  the  remaining  13%,  no  one 
category  covered  the  area  impacted  by  the  delay  in  closing  out 
contracts.  Comments  ranged  from: 

o  Because  of  the  increase  in  the  time  period  for  claims  to 
be  submitted,  there  are  more  claims . 

o  Loss  of  knowledge  of  the  contracts . 

o  Decreasing  support  from  DLA  as  contracts  become  more 
overaged. 

3.  Do  you  know  what  the  "M"  account  is  used  for?  Are  you 
aware  of  the  recent  changes  in  the  "M"  account  policy?  Do  you 
feel  that  the  new  ”M"  account  policy  will  affect  the  current 
contract  closeout  policy? 

Under  the  new  legislation,  ”M"  accounts,  will  no 
longer  be  available  and  the  funds  now  have  a  time  limitation 
of  five  years  after  expiration.  Contracts  that  are  not  closed 
in  a  timely  manner  are  affected  by  this  new  legislation 
because  the  "M"  account  will  no  longer  be  available  to  pay 
obligations  for  contracts  whose  funding  obligations  have 
expired.  This  question  was  asked  to  determine  how  informed 
personnel  closing  out  contracts  were  concerning  policies  that 
affect  the  contract  closeout  process.  Survey  results  were: 

95%  Were  knowledgeable  of  the  "M”  account. 

5%  Here  not  knowldegeeUble  of  the  "M"  account. 

93%  Were  aware  of  the  recent  changes  in  the  "M" 
account  policy. 

7%  Were  not  aware  of  the  recent  changes  in  the 
"M"  account  policy. 
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22%  Felt  that  the  new  "M”  account  policy  would  not 
affect  the  current  closeout  policy. 

78%  Felt  that  the  new  "M"  account  policy  would 
affect  the  current  closeout  policy. 

18%  of  78%  Positive  effect. 

60%  of  78%  Negative  effect. 

Ninety-five  percent  (95%)  were  aware  of  what  the  "M" 
account  is  used  for  and  93%  were  aware  of  the  recent  changes 
in  the  "M"  account  policy.  Seventy-eight  percent  (78%)  felt 
that  the  new  "M"  account  policy  will  affect  the  current 
closeout  policy.  Only  18%  of  the  78%  that  felt  the  new  "M" 
account  policy  will  affect  the  current  closeout  policy  felt 
that  there  will  by  a  positive  impact  on  the  closeout  process, 
such  as : 

o  The  closeout  process  will  gain  the  attention  of  the 
contractor,  AGO  and  DCAA. 

o  Contractors  will  pay  more  attention  to  those  low 
balance  contracts  and  clear  their  books. 

o  Contract  closeout  will  get  a  higher  priority. 

The  remaining  60%  felt  that  there  would  be  a  negative  impact 
on  the  closeout  process  with  the  change  in  the  "M"  account 
policy.  Some  examples  of  the  negative  impact  include: 

o  More  errors  will  be  made  by  people  rushing  to  closeout 
contracts  without  having  all  of  the  current  data. 

o  This  will  add  to  an  already  overworked  administration 
staff . 
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o  We  have  no  control  over  the  audit  and  litigation.  If  we 
can't  speed  up  those  processes,  we  will  have  to  use 
current  funds . 

o  Payment  difficulties  will  increase  for  contracts  in 
litigation. 

4 .  Have  you  ever  been  able  to  deobligate  funds  when 
closing  out  contracts? 

An  audit  report  [Ref.  9;p.  8].  indicated  that  many 

ACOs  did  not  complete  funds  reviews  and  deobligate  excess 
unliquidated  obligations  because  they  did  not  consider  the 
process  to  be  a  high  priority  or  the  amounts  to  be 
significant.  This  question  was  asked  to  determine  if 
deobligated  aunounts  could  be  significant  and  is  discussed  in 
this  section  because  untimely  contract  closeout  affects  the 
ability  to  deobligate  funds.  Survey  results  were: 

70%  Had  deobligated  funds  in  the  past  when  closing 
out  contracts. 

30%  Have  never  deobligated  funds  when  closing  out 
contracts . 

Seventy  percent  (70%)  stated  that  they  have 
deobligated  funds  in  the  past.  Examples  of  eunounts  of 
deobligated  funds  ranged  from  0.02%  to  78.6%  of  the  contract 
amount;  dollar  values  ranged  from  $692.00  to  $10,649,100.00. 

E.  WHO  CLOSES  OUT  CONTRACTS? 

The  n\imerous  instructions  that  describe  the  policy  and 
procedures  of  closing  out  contracts  do  not  state  whether  a 
Contract  Specialist  GS-1102  or  a  Procurement  Clerk,  GS-1106 
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should  close  out  the  contract.  In  addition,  contract  closeout 
is  not  specified  as  a  critical  job  element  in  either  the 
Contract  Specialist,  GS-1102  series  or  the  Procurement  Clerk, 
GS-1106  series.  The  following  questions  in  this  section  were 
asked  to  determine  who  should  close  out  contracts . 

1 .  Nho  closes  out  contracts? 

The  duties  of  Contract  Specialists  vary  among  the 
different  commands  in  DoD.  Contract  Specialists  may  be 
assigned  to  either  the  pre-award  or  post-award  function  of  the 
procurement  process,  or  they  may  retain  the  contract 
throughout  the  entire  procurement  process.  Procurement  Clerks 
may  only  assist  Contract  Specialists  in  some  commands,  while 
in  other  commands,  they  may  be  held  responsible  for  certain 
tasks.  This  question  was  asked  to  determine  what  type  of 


personnel  is 

utilized  to  close  out  contracts. 

42% 

The  Contract  Specialist  who  administers  the 
closeout  of  the  contract. 

26% 

One  or  more  Contract  Specialists  are  dedicated  to 
closing  out  contracts. 

10% 

The  Contract  Specialist  who  awards  the  contract 
also  closes  the  contract. 

5% 

The  type  and  complexity  of  the  contract 
determines  who  closes  the  contract . 

17% 

Other  than  Contract  Specialists  close  out  the 
contracts,  such  as  Procurement  Clerks,  Navy 
Reserve  Units,  or  the  PCO. 
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2 .  If  you  do  not  have  a  Contract  Spacialist  dedicatad  to 
closing  out  contracts,  do  you  faal  that  thara  should  ba  ona? 

This  question  was  asked  to  determine  how  personnel 
perceived  the  closeout  process;  whether  or  not  it  should  be  a 
specialized  position.  Survey  results  were: 

43%  There  should  be  a  dedicated  Contract  Specialist 
for  closing  out  contracts. 

57%  A  dedicated  Contract  Specialist  for  closing  out 
contracts  is  not  needed. 

Forty-three  percent  (43%)  of  the  respondents  felt  that 
a  Contract  Specialist  should  be  dedicated  to  closing  out 
contracts.  Respondents  in  this  category  felt  that  the 
closeout  process  needed  special  training  and  was  more 
difficult  than  most  people  perceive.  Some  comments  included: 

o  A  dedicated  specialist  would  increase  productivity  since 
s/he  would  not  have  to  re-learn  the  closeout  process  for 
each  contract  s/he  closes  out. 

o  Contract  closeouts  would  not  take  a  lower  priority  due  to 
working  on  more  urgent  active  contract  matters  if  there 
was  a  dedicated  specialist  for  contract  closeout . 

o  A  dedicated  specialist  for  the  closeout  process  would 
assist  in  coordination  and  communication  with  other 
agencies  involved  in  the  process.  S/He  would  be  a 
constant  Point  of  Contact  with  the  other  agencies . 

o  S/He  could  monitor  any  changes  in  procedures  and 

personnel  that  affect  the  closeout  process  in  the  other 
agencies . 
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Those  respondents  that  did  not  feel  that  their  should 
be  a  contract  specialist  dedicated  to  closing  out  contracts 
had  a  wide  range  of  reasons.  These  reasons  included: 

o  The  closeout  process  is  very  simple  and  can  be  handled  by 
a  clerk. 

o  There  are  many  issues  involved  in  the  closeout  process 
and  there  can  be  no  one  situation  for  closing  out  a 
contract,  hence  no  one  person  should  do  it. 

o  The  closeout  process  can  be  very  frustrating  and  this 
pattern  of  frustration  must  be  broken  by  other  facets  of 
a  job . 

o  Insufficient  workload. 

o  Manpower  not  available  to  have  one  person  dedicated  to 
closing  out  contracts. 

The  majority  who  did  not  want  a  dedicated  contract 
closeout  specialist  stated  that  many  issues  in  the  closeout 
process  are  best  accomplished  by  someone  working  with  the 
contractor  on  a  day-to-day  basis  and  is  familiar  with  the 
contractor  and  his  operations.  This  familiarity  comes  from 
administering  the  contract. 

3 .  What  type  of  background  ahould  the  Contract  Closeout 
Contract  Specialist  have?  Why  is  it  important  that  the 
Closeout  Specialist  have  these  qualities?  If  there  was  a 
Contract  Specialist  dedicated  to  closing  out  contracts,  what 
GS  level  should  he/she  be? 

These  questions  were  asked  to  determine  what  type  of 
person  and  background  is  needed  for  closing  out  contracts. 
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Survey  results  for  the  type  of  background  a  Contract  Closeout 
Specialist  should  have  were: 

6%  The  Contract  Closeout  Specialist  needs  little 
training . 

63%  The  Contract  Closeout  Specialist  needs  only  the 
rec[uired  Contract  Specialist,  GS-1102,  courses. 

31%  The  Contract  Closeout  Specialist  needs  more 
education  than  the  required  courses  of  the 
GS-1102  series. 

Six  percent  (6%)  felt  that  the  person  closing  out 
contracts  needed  very  little  training.  A  Procurement  Clerk 
would  be  able  to  handle  the  position,  he/she  did  not  need  to 
be  a  Contract  Specialist .  One  to  two  hours  of  training  was 
sufficient  to  ensure  knowledge  of  contract  forms /documents 
needed  for  the  file. 

Sixty-three  percent  (63%)  felt  the  person  who  would 
close  out  the  contract  should  be  a  Contract  Specialist,  GS- 
1102  series.  The  specialist  should  have  all  of  the  courses 
recjuired  of  the  GS-1102  series  and  at  least  two  years 
experience.  This  experience  should  include  pre-award  and 
post-award  functions. 

The  remaining  31%  felt  that  the  person  closing  out  the 
contract  should  have  more  education  and  background  than  what 
the  GS-1102  series  offers.  A  specific  area  of  knowledge  that 
many  respondents  felt  was  important  for  the  Closeout 
Specialist  was  Accounting  (financial  and  cost  accounting) . 
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other  background  experiences  the  respondents  felt  were 
necessary  for  the  Closeout  Specialist  were: 

o  The  ability  to  interpret  legal  docxunents  (not  just 

contracts) ,  research  and  reconciliation  techniques  and 
skills  and  strong  communications  skills. 

o  It  would  be  very  beneficial  to  possess  at  least  some 
knowledge  and  experience  in  a  wide  variety  of  areas  such 
as,  material  accountability,  Government  and  contractor 
financial  accounting  processes  and  audit  agency 
responsibilities . 

o  Need  to  have  negotiation  and  litigative  experience. 

Of  those  respondents  that  felt  that  the  Closeout 
Specialist  should  ba  in  the  GS— 1102  series,  survey  results  for 
the  reasons  why  it  was  important  that  the  Closeout  Specialist 
have  this  background  were; 

83%  GS-1102  background  needed  to  process  more 

efficiently  and  effectively. 

9%  GS-1102  background  needed  to  be  able  to  discuss 

matters  with  upper  management  and  other  involved 
in  the  process. 

8%  GS-1102  background  needed  to  ensure  proper 

closeout  of  contracts. 

Eighty-three  (83%)  felt  that  a  procurement  background 
was  necessary  so  that  the  contract  closeout  would  be  processed 
more  efficiently  and  effectively.  Specific  reasons  included: 

o  One  needs  to  be  familiar  with  and  understand  contractual 
requirements  to  be  able  to  recognize  and  resolve  any 
problems  associated  with  the  closeout  process. 

o  By  being  knowledgeable  of  the  process,  some  problems  can 
be  averted,  e.g.,  missing  paperwork,  and  the  specialist 
could  work  independently. 
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o  One  cannot  pick  up  a  contract  and  close  it  without 

understanding  how  the  contract  works,  who  does  what  and 
when . 

o  With  knowledge  of  the  procurement  process,  the  Closeout 
Specialist  would  understand  the  importance  of  closing  out 
contracts  and  the  correlation  of  the  closeout  process 
with  the  total  administrative  functions . 

Nine  percent  (9%)  felt  that  procurement  training  was 
necessary  to  be  able  to  discuss  matters  with  upper  management, 
payment  officers,  and  contractors  and  to  better  represent  the 
Government  in  matters  such  as  the  negotiation  of  claims.  The 
final  eight  percent  (8%)  felt  that  procurement  training  was 
necessary  to  ensure  that  the  contract  was  properly  closed  out 
in  accordance  with  the  FAR. 

Figure  3  shows  the  survey  results  concerning  the 
appropriate  GS-level  for  the  Contract  Closeout  Specialist. 
Only  4%  of  the  respondents 
felt  that  a  Procurement  Clerk 
at  the  GS-4/6  level  could 
accomplish  the  effort 
adequately.  The  remaining 
96%  felt  that  a  Contract 
Specialist,  GS-1102  series, 
was  required  for  the 
position.  Of  the  96%,  19% 

felt  a  GS-  5/7  could  closeout 

Contract  Closeout  Specialist 


Figure  3:  GS-level  for  a 
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the  contracts  adequately,  15%  felt  a  GS-7/9  was  adequate,  31% 
felt  a  GS-9/11  was  needed  and  31%  felt  a  GS-11/12  was  needed. 

F.  MIUIT  CAM  BE  DOME  TO  IMPROVE  THE  CURRBMT  PROCESS. 

Research  has  demonstrated  that  there  are  problems  with  the 
current  contract  closeout  process.  The  questions  in  this 
section  were  asked  to  determine  what  changes  could  be  made  to 
improve  the  current  process  and  whether  or  not  common 
recommendations  could  be  identified  within  the  DoD  commands. 

1 .  How  can  contract  closeouts  be  managed  more 
efficiently? 

Research  has  indicated  that  there  is  no  methodology  or 
strategy  for  closing  out  contracts.  Instead,  there  are  only 
sporadic  attempts  to  close  out  contracts  when  the  need  arises. 
This  question  was  asked  to  determine  what  could  be  done  to 
manage  contract  closeouts  more  efficiently.  Survey  results 
were  : 

30%  More  resources, 

23%  Increase  priority  for  closing  out  contracts, 

13%  Automate  the  closeout  process, 

9%  Better  coordination  between  different  agencies, 

25%  Other. 

Thirty  percent  (30%)  of  those  that  responded  to  this 
question  felt  that  more  resources  (manpower)  were  necessary  to 
be  able  to  manage  contract  closeouts  more  efficiently. 
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Several  in  this  category  felt  that  a  team  concept  would  be 
beneficial  where  a  teaim  would  be  dedicated  to  closing  actions. 
Several  comments  included: 

o  A  team  or  section  whose  only  function  is  contract 
closeout,  deobligations,  etc.  so  that  the  entire 
process  can  be  managed. 

o  Closeouts  are  just  one  aspects  of  contract  administration 
that  is  woefully  undermanned. 

o  Make  contract  closeout  a  separate  administration 

branch  and  enough  people  to  handle  the  job  efficiently. 

o  More  time  and  people  closing  out  contracts. 

o  More  manhours  devoted  to  the  effort. 

Twenty-three  percent  (23%)  of  the  respondents  felt 
that  contract  closeout  should  be  given  a  higher  priority  — 
both  in  the  procurement  process  and  in  performance  appraisals. 
Several  responsdents  stated  that  "management  should  place  a 
higher  priority  on  the  allocation  of  personnel  resources  to 
the  closeout  process . " 

Two  comments  concerning  increasing  the  priority  of 
contract  closeout  as  a  job  function  were: 

o  Closeouts  should  be  identified  as  a  critical  job  element 
and  mandated  that  a  particular  nvunber  of  closeouts  will 
be  handled  per  week,  month, .... 

o  The  closeout  process  should  be  treated  as  a  major  job 
function,  thus  personnel  should  receive  better  training 
in  the  process. 

Thirteen  percent  (13%)  felt  that  automation  and 
computer  generated  reports  to  track  the  closeout  process  would 
assist  in  managing  the  closeout  process  more  efficiently. 
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Nine  percent  (9%)  felt  that  better  coordination  and 
conununication  between  the  different  agencies  were  important  in 
managing  the  closeout  process.  The  remaining  twenty-five 
percent  (25%)  of  the  responses  had  various  suggestions  for 
managing  the  closeout  process.  Suggestions  included; 

o  DCAA  should  act  on  the  audits  quicker;  DCAA  should  give 
higher  priority  to  the  settlement  of  overhead  rates . 

o  Identify  systemic  problems  delaying  closeout  and  revise 
procedures . 

o  When  the  contract  is  physically  completed,  the  contractor 
should  have  a  certain  matter  of  time  to  submit  the  final 
voucher  with  closing  documents. 

o  In  Cost  Reimbursement  contracts,  eliminate  the  need  for 
final  audits,  estimation  techniques  could  be  used  and 
final  figures  could  be  negotiated  by  a  closeout  officer. 

2 .  Do  you  feel  a  reporting  system  would  provide  better 
visibility  of  problem  areas? 

Research  indicated  that  a  reporting  system  provides 
better  visibility  over  problem  areas  at  higher  management 
levels.  This  question  was  asked  to  determine  how  people  felt 
about  this  "finding".  Survey  results  were: 

68%  Yes,  a  reporting  system  would  provide  better 
visibility  of  problem  areas. 

32%  No,  a  reporting  system  would  not  provide  better 
visibility  of  problem  areas. 

Sixty-eight  percent  (68%)  felt  that  a  reporting  system 
would  provide  better  visibility  of  problem  areas  while  32% 
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felt  that  it  would  not  provide  better  visibility.  Of  the  32%, 
some  comments  include: 

o  Problems  are  already  known  and  visible. 

o  More  visibility  would  just  mean  more  reports  to  fill  out 
without  any  improvement  in  problem  areas . 

3.  Do  you  feel  that  contract  closeouts  need  to  have  more 
upper  management  visibility?  Why? 

Research  indicated  that  higher  management  visibility 
would  help  correct  some  of  the  problems  that  occur  with 
contract  closeouts.  This  question  was  asked  to  determine  if 
people  felt  that  upper  management  visibility  would  be 
beneficial.  Survey  results  were: 

62%  Yes,  contract  closeout  needs  more  upper 
management  visibility. 

38%  No,  contract  closeout  does  not  need  more  upper 
management  visibility. 

Sixty-two  percent  felt  that  contract  closeout  needed 
more  upper  management  visibility.  Thirty-three  percent  (33%) 
of  the  62%  felt  the  reason  an  increase  in  upper  management 
visibility  was  needed  was  to  increase  the  priority  of  the 
closeout  process.  An  increase  in  the  priority  would: 

o  Enable  Contract  Administration  to  obtain  required 

resources  (Management  Information  Systems  (MIS) ,  people) 
to  process  closeouts  in  a  timely  fashion. 

o  Increase  the  staffing  levels  for  administrating  the 
process . 
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other  reasons  cited  for  an  increase  in  upper  management 
visibility  were: 

o  The  deobligation  of  funds  -  because  excess  funds 

on  the  contracts  can  be  deobligated  and  sent  back  to  the 
Treasury.  (8%) 

o  Upper  management  should  be  made  aware  of  obstacles 
encountered  in  dealing  with  other  Government  agencies 
auid  contractors.  (6%) 

o  To  clarify  the  importance  of  the  relationship  of 
post-award  functions  to  pre-award  functions.  (6%) 

o  Employees  put  emphasis  on  those  areas  their 
supervisors /managers  put  emphasis  on  and  that 
supervisor/manager  should  follow  through  to  insure 
performance.  (6%) 

o  With  upper  management  support,  systemic  problems  can  be 
identified  and  proper  emphasis  can  be  placed  on 
correcting  them.  (3%) 

The  remaining  38%  felt  that  upper  management 
visibility  was  already  present  and  more  involvement  was  not 
necessary  because  "they  only  add  to  the  problem  by  requiring 
excess  reports  that  require  time  away  from  an  already 
overloaded  workload." 

4 .  Would  you  like  to  utilize  the  Quick  Closeout  procedure 
more  often? 

This  question  was  asked  to  determine  if  people  were 
willing  to  use  alternate  methods  to  close  out  contracts. 
Survey  results  were: 

72%  Yes,  I  would  like  to  utilize  the  Quick  Closeout 
procedure  more  often. 

28%  No,  I  would  not  like  to  utilize  the  Quick 
Closeout  procedure  more  often. 
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Seventy-two  percent  (72%)  stated  that  they  would  like 
to  utilize  the  Quick  Closeout  procedure  more  often.  Their 
reasons  had  to  do  with  being  more  efficient,  e.g.,  to  save 
time,  reduce  cost,  deobligate  excess  funds  and  reduce  backlog. 

The  remaining  28%  were  reluctant  to  increase  the  use 
of  the  Quick  Closeout  procedure  for  various  reasons .  Some 
reasons  are: 

o  ...  afraid  something  could  be  missed  with  the  Quick 
Closeout  procedure. 

o  There  might  be  a  tendency  to  ed^use  the  Quick  Closeout 
procedure  resulting  in  a  loss  to  the  Government. 

o  One  must  be  careful  of  setting  precedent . 

5 .  Should  the  limit  for  the  Quick  Closeout  method  be 
increased? 

The  current  limit  for  Quick  Closeout  is  15%  of  the 
total  indirect  cost  incurred  on  the  contract  or  $500,000, 
whichever  is  less.  This  question  was  asked  to  determine  if 
people  felt  the  limit  for  Quick  Closeout  should  be  increased. 
Survey  results  were: 

43%  Yes,  the  limit  for  Quick  Closeout  should  be 
increased. 

57%  No,  the  limit  for  Quick  Closeout  should  not  be 
increased . 

Forty-three  percent  (43%)  felt  that  the  limit  for  the 
Quick  Closeout  method  should  be  increased.  Many  of  the 
responses  did  not  state  to  what  limit  Quick  Closeout  should  be 


54 


increased.  The  following  are  the  values  for  those  that  did 
express  a  limit : 

o  It  should  be  limited  to  contracts  with  small  dollar 

balances  or  to  instances  where  total  unsettled  indirect 
costs  applicable  to  any  one  DoD  contract  does  not  exceed 
$750,000. 

o  $1  Million. 

o  15%  of  the  total  indirect  cost  incurred  on  the  contract 
without  a  dollar  limit . 

o  50%  of  the  total  indirect  cost  incurred  on  the  contract 
without  a  dollar  value  limit. 

o  There  should  not  be  a  limit.  It  should  be  a  Contracting 
Officer's  call  based  on  brief  negotiations.  If 
negotiations  do  not  result  in  a  fair  and  reasoneJ:>le 
agreement,  then  wait  for  the  final  audit  to  be  completed. 

€ .  Should  bilateral  agreements  be  used  more  frequently? 

This  question  was  asked  to  determine  if  people  were 
willing  to  use  alternate  methods  for  closing  out  contracts. 
Survey  results  were: 

70%  Yes,  bilateral  agreements  should  be  used  more 
frequently . 

30%  No,  bilateral  agreements  should  not  be  used  more 
frequently . 

Seventy  percent  (70%)  felt  that  this  practice  should 
be  used  more  frequently  to  make  the  closeout  process  more 
efficient.  Some  respondents  felt  that  there  should  be  some 
conditions  on  the  use  of  bilateral  agreements,  such  as: 

o  ...  as  long  as  there  was  historical  data  to  support  the 
established  rates. 

o  ...as  long  as  the  contractor  agreed  to  this  practice  and 
it  was  in  compliance  with  the  FAR. 
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7 .  Should  t.h«r«  b«  a  apacific  tiaa  frama  tor  tha 
contractor  to  submit  his  final  invoica?  If  so,  should  thara 
ba  a  panalty  if  ha/sha  doas  not  submit  it  in  tha  spacifiad 
tima  pariod?  What  should  ba  tha  panalty /considarat ion? 

Research  indicated  that  the  time  frame  for  a 
contractor  to  submit  his  final  invoice  is  not  clearly 
delineated  and  there  is  no  incentive  (or  disincentive)  for  a 
contractor  to  submit  his  final  invoice  in  a  timely  manner. 
These  questions  were  asked  to  determine  if  a  time  fraime  should 
be  delineated.  Survey  results  were: 

85%  Yes,  there  should  be  a  specific  time  frame  for 
the  contractor  to  submit  his  final  invoice. 

15%  No,  there  should  not  be  a  specific  time  frame  for 
the  contractor  to  siibmit  his  final  invoice. 

Eighty-five  percent  (85%)  felt  that  there  should  be  a  specific 

time  frame  for  the  contractor  to  submit  his  final  invoice; 

however,  none  specified  a  time  limit. 

Survey  results  concerning  whether  or  not  the 
contractor  should  be  penalized  if  s/he  does  not  submit  the 
final  invoice  in  a  specified  time  period  were: 

69%  Yes,  the  contractor  should  be  penalized. 

31%  No,  the  contractor  should  not  be  penalized. 
Sixty-nine  percent  (69%)  felt  that  there  should  be  a  penalty 
if  the  contractor  does  not  submit  the  final  invoice  in  the 
specified  time  period.  There  was  a  wide  variety  of  penalties 
specified  by  the  respondents,  but  no  majority  agreed  on  a 
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common  penalty.  Some  respondents  stated  that  a  percentage  of 
the  withheld  amount  or  a  percentage  of  the  final  invoice 
should  be  the  penalty,  with  the  percentages  ranging  from  one 
percent  to  ten  percent .  Other  respondents  stated  that  the 
penalty  should  be  similar  to  interest  rate  penalties .  Other 
penalties  include: 

o  Loss  of  entitlement,  just  like  the  statute  of 
limitations . 

o  Contractors  that  fail  to  submit  their  final  invoice  and 
other  pertinent  closeout  documents  within  the  specified 
time  period  should  be  considered  candidates  for  the 
Contractor  Improvement  Prograun  (CIP)  and  placement  on  the 
Contractor  Alert  List  (CAL) .  Also,  the  ACO  should 
consider  non-contractual  remedies,  such  as  inclusion  of 
comments  in  preaward  surveys  and  progressive  escalation 
of  procurement  agency  management  involvement  in  parallel 
with  DPRO  management  involvement . 

o  There  should  be  a  unilateral  Government  determination 
without  disputes  alternative. 

Of  the  remaining  31%  that  stated  that  there  should  not 
be  a  penalty  or  consideration,  the  common  reason  was  that  the 
penalty  would  not  be  enforceable.  Some  comments  included: 

o  This  is  not  a  viable  process.  The  Government  would  find 
itself  involved  in  countless  claims  as  a  result  of  lost 
invoices . 

o  In  my  experience,  the  penalty  is  never  enforceeJDle,  so 
why  bother . 

o  This  would  be  considered  punitive  and  therefore  proba±>ly 
unacceptable . 
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8 .  Should  hh«  payment,  responsibility  be  transferred  to 
the  funding  office  to  elioiinate  discrepancies  in  the  records 
between  the  two  offices? 

Previous  research  indicated  that  reconciling 
differences  in  records  between  the  paying  offices  and  the 
funding  offices  was  a  reason  for  the  delay  in  closing  out 
contracts .  One  recommendation  to  eliminate  the  delays  was  to 
transfer  the  payment  responsiblity  to  the  funding  office. 
This  question  was  asked  to  determine  how  people  felt  adsout 
this  recommendation.  Survey  results  were: 

71%  No,  the  payment  responsibility  should  not  be 
transferred  to  the  funding  office. 

29%  Yes,  the  payment  responsibility  should  be 
transferred  to  the  funding  office. 

Seventy-one  percent  (71%)  felt  that  the  payment 
responsibility  should  not  be  transferred  to  the  funding  office 
to  eliminate  discrepancies  in  the  records  between  the  two 
offices.  The  only  reasons  cited  were: 

o  They  do  not  have  trained  staff  to  handle  the  function. 

o  We  need  the  checks  and  balances  with  the  separation  of 
the  two  offices. 

o  We  have  problems  now  with  units  not  certifying  invoices 
who  are  funding  administrators . 
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G.  SUMMARY 


This  chapter  presented  the  data  from  the  survey  conducted 
by  this  researcher.  Common  problems  and  reasons  for  these 
problems  were  identified.  In  addition,  suggestions  for 
improvement  were  recommended.  The  next  chapter  will  analyze 
the  data  presented  in  this  chapter  to  determine  what  can  be 
done  to  improve  the  contract  closeout  process . 
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IV.  ANALYSIS  OF  DATA 


A.  INTRODUCTION 

This  chapter  will  review  the  data  presented  in  Chapter  III 
and  analyze  the  significant  data  elements.  The  following 
analysis  of  the  survey  results  was  supplemented  by  interviews 
and  examination  of  appliccLble  literature.  The  analysis  will 
be  in  five  areas; 

o  Current  practice  of  closing  out  contracts, 
o  Reasons  for  contract  closeout  problems, 
o  Impact  of  untimely  contract  closeouts, 
o  Who  should  close  out  contracts. 

o  What  can  be  done  to  improve  the  current  process. 

B.  CURRENT  PRACTICE  OF  CLOSING  OOT  CONTRACTS 

An  analysis  of  the  data  indicated  that  contract  closeout 
policies  and  procedures  stated  in  the  FAR,  DFARS,  and  other 
instructions  are  not  being  utilized  or  followed  to  their 
fullest  extent.  Specific  issues  related  to  initiating  the 
contract  closeout  process,  meeting  FAR  closeout  time  fraunes, 
and  use  of  alternate  closeout  methods  will  be  discussed  in  the 
following  sections.  Additionally,  the  data  received  have 
illustrated  that  DoD  commands  do  not  have  a  uniform  system  for 
tracking  and  reporting  contract  closeouts 
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and  that  the  current  practice  for  closing  out  contracts  is  a 
little  different  within  each  command. 

1 .  Initiating  the  closeout  process . 

Research  has  shown  that  many  contracting  offices  do 
not  start  closeout  actions  until  the  prescribed  closeout  time 
frames  are  reached  or  exceeded.  [Ref.  10 :p.  10]  Because  47% 
of  the  respondents  did  not  state  any  time  freune  in  their 
response,  the  researcher  could  not  validate  this  finding. 
However,  the  results  from  the  survey  did  demonstrate  that  only 
37%  of  the  respondents  initiate  the  closeout  process  in 
accordance  with  DoD's  policy  for  closing  out  contracts.  This 
policy  states  that  contract  closeout  should  be  initiated  as 
soon  as  possible  after  physical  completion  of  the  contract. 

The  overall  contract  closeout  process  is  made  up  of 
numerous  individual  actions.  Each  of  these  actions  must  be 
promptly  executed  to  allow  contract  closeout  to  be  completed 
on  time.  A  delay  in  any  one  of  these  actions  can  cause  the 
closeout  process  to  extend  beyond  its  required  time  frame 
stated  in  the  FAR.  Thus,  by  delaying  the  initiation  of  the 
closeout  process,  the  remainder  of  the  process  is  further 
delayed . 

2 .  Time  frame  for  the  cloaeout  process . 

Survey  results  demonstrate  that,  using  the  current 
practice  of  the  various  DoD  commands,  the  time  frame  stated  in 
the  FAR  is  attainable  for  FFP  contracts.  However,  this  is  not 
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the  case  for  Cost  Reinvbursement  contracts.  Survey  results 
show  that  96%  of  the  respondents  do  not  close  out  Cost 
Reimbursement  contracts  in  the  required  time  frame. 

FFP  contracts  do  not  involve  pricing  actions  or  as 
many  administrative  actions  as  compared  to  Cost  Reimbursement 
contracts  at  closeout.  Although  the  closeout  process  is  not 
initiated  as  soon  as  the  contract  is  physically  completed, 
offices  are  still  able  to  closeout  FFP  contracts  within  the 
required  time  frame.  On  the  other  hand,  Cost  Reimbursement 
contracts  require  several  pricing  actions  and  additional 
administrative  actions  before  the  contract  can  be  closed  out. 
These  additional  requirements  extend  the  time  needed  to 
complete  the  closeout  process.  Some  of  these  actions  are; 
(1)  obtaining  the  contractor's  closing  statement,  (2)  settling 
prior  year  indirect  costs  rates,  and  (3)  ensuring  that  a  final 
audit  for  indirect  costs  is  completed  by  DCAA.  Many  of  these 
actions  are  outside  the  control  of  the  activity. 

3 .  Utilizing  alternate  methods  to  close  out  contracts . 

The  FAR,  DFARS,  and  various  instructions  allow  for  use 
of  alternate  methods  for  closing  out  contracts,  when 
conditions  allow.  These  two  methods  are  the  Quick  Closeout 
procedure  and  bilateral  agreements.  The  survey  results 
demonstrated  that  the  majority  of  the  respondents  are  either 
not  utilizing  or  are  unaware  of  these  alternate  methods. 
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As  discussed  in  Chapter  II,  these  two  procedures  can 
be  utilized  when  the  contract  is  physically  complete  and 
closeout  will  be  delayed  pending  DCAA' s  final  indirect  costs 
determination.  The  Quick  Closeout  procedure  and  bilateral 
agreements  are  used  to  speed  up  the  process  of  closing  out 
Cost  Reimbursement  contracts . 

The  Government  might  be  ad^le  to  obtain  lower  rates 
than  could  be  negotiated  using  the  Quick  Closeout  procedure  or 
a  bilateral  agreement  by  waiting  for  DCAA  to  accomplish  the 
final  overhead  audit.  However,  the  Government  may  be  required 
to  wait  several  years  and  would  not  receive  any  money  from  the 
contractor  until  after  the  audit  is  completed  and  the  final 
price  is  negotiated.  The  time  value  of  money  must  be 
considered  to  determine  whether  to  use  the  Quick  Closeout 
method  or  not.  Another  consideration  is  the  fact  that  most 
contracting  officers  will  keep  more  than  enough  funds 
obligated  to  cover  any  final  overhead  rate  settlement. 
Therefore,  the  sooner  the  contract  is  closed  the  sooner  any 
excess  funds  can  be  deobligated  and  used  to  cover  other 
obligations.  Again,  the  time  value  of  money  must  be 
considered  to  ensure  that  the  funds  are  used  most  effectively. 

4 .  Tracking  and  reporting  systems . 

Tracking  and  reporting  systems  are  types  of  management 
controls  that  could  assist  in  managing  the  contract  closeout 
process.  A  tracking  and  reporting  system  can  identify  problem 
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areas,  display  the  status  of  contracts  and  set  milestones  for 
contract  closeout .  The  survey  results  showed  that  DoD  does 
not  have  a  uniform  system  for  tracking  or  reporting  the 
closeout  process .  Some  commands  do  not  have  an  identifiable 
tracking  or  reporting  system  for  the  contract  closeout 
process . 

Those  respondents  that  have  an  automated  system  which 
tracks  contract  closeout  indicate  that  there  is  a  duplication 
of  effort  with  each  command  developing  its  own  computerized 
program  for  tracking  and  reporting  the  process.  With  the 
numerous  computerized  programs,  commands  cannot  access  the 
records  of  other  commands  because  of  the  different  formats  and 
types  of  data  being  utilized. 

There  are  three  primary  benefits  of  using  a  uniform 
tracking  system  and  being  able  to  access  the  records  of  other 
commands.  First,  it  would  decrease  the  duplication  of  effort 
involved  with  inputting  data  into  the  system.  Much  of  the 
data  used  by  different  commands  are  identical  even  though  the 
use  of  the  data  differs.  For  instance,  each  command  inputs 
general  contract  information  such  as  the  total  amount  of 
contract  award  and  the  physical  completion  date .  With  a 
uniform  system,  the  general  contract  data  would  only  have  to 
be  input  once  and  could  be  accessable  to  all  of  the  commands 
that  need  that  information. 
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Second,  the  decrease  in  the  duplication  of  effort 
would  reduce  the  chances  of  input  error.  Each  command  that 
inputs  data  separately  increases  the  chances  of  error.  For 
example,  the  paying  office  may  transpose  the  nximbers  of  the 
total  amount  of  a  contract  or  for  the  same  contract,  the 
administration  office  may  input  the  wrong  physical  completion 
date.  Such  errors  result  in  two  different  sets  of  data  for  a 
single  contract.  With  a  uniform  system,  the  information  would 
only  have  to  be  input  once  resulting  in  one  set  of  data. 

Finally,  the  uniform  system  would  speed  the  contract 
closeout  process  by  eliminating  the  time  wasted  in  correcting 
discrepancies  between  commands.  It  takes  time  to  determine 
the  causes  of  the  discrepancies  and  contracts  cannot  be  closed 
out  until  the  records  are  reconciled. 

C.  REASONS  FOR  PROBLEMS 

The  survey  identified  common  explanations  for  problems  in 
the  contract  closeout  process.  Five  areas  were  most 
frequently  identified  as  the  reasons  for  problems.  These 
areas  are : 

o  Low  priority  and  limited  manpower, 

o  Inaction  by  the  contractor, 

o  Inaction  by  DCAA, 

o  Inaction  by  the  AGO,  and 

o  Reconciling  differences  between  the  paying  and  funding 
offices . 
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The  survey  results  from  the  question  concerning  contract 
closeout  training  demonstrate  that  there  is  a  lack  of  training 
in  the  closeout  area.  The  researcher  believes  that  this  is 
also  a  significant  reason  for  the  problems  in  the  contract 
closeout  process. 

1 .  Low  priority  and  limited  manpower 

Low  priority  and  limited  manpower  were  the  number  one 
reasons  provided  in  the  survey  for  not  initiating  the  closeout 
process  as  soon  as  the  contract  was  physically  completed. 
These  two  reasons  go  hand-in-hand;  management  allocates 
personnel  to  functions  with  a  high  priority,  whereas  a 
function  with  a  low  priority  does  not  receive  the  attention 
and  personnel  resources  needed  to  complete  the  job. 

Contract  closeout  is  an  often  overlooked  aspect  of 
contract  administration.  After  the  final  delivery  of  goods 
and/or  services  is  accepted,  some  contract  managers  believe 
that  a  contract  is  closed.  [Ref.  11:  p.  2]  In  addition,  once 
final  deliveries  are  made  and  accepted,  the  level  of  interest 
shifts  from  completed  contracts  to  the  award  and  obligation  of 
new  contracts  or  to  the  performance  of  active  contracts.  This 
shift  of  interest  and  responsibility  was  found  throughout  the 
DoD  activities.  [Ref.  12 :p.  v] 

One  reason  for  the  low  priority  of  contract  closeout 
can  be  traced  to  the  methodology  that  the  Naval  Supply  Systems 
Command  (NAVSUP)  uses  to  allocate  financial  resources.  This 
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methodology  is  called  the  Productive  Unit  Resources  (PUR) 
program.  A  description  of  the  PUR  progrcun  is  as  follows: 

Funding  of  an  activity's  workload  is  esteUblished  by 
a  measurable  unit  or  output  (productive  unit) ,  dividing 
total  costs  of  the  workload  by  the  number  of  productive 
units  to  obtain  a  productive  unit  rate,  and  multiplying 
the  estimated  future  annual  productive  units  by  the 
productive  unit  rate  to  determine  the  total  annual  funding 
budget  required.  Each  budget  request  is  therefore  based 
on  the  forecasted  workload,  and  does  not  rely  on  previous 
fiscal  year  budgets.  [Ref.  13 :p.  8] 

For  large  contracts  (over  $25,000)  organizations  accumulating 

productive  units  are  directly  linked  to  the  awarding  of  a 

contract  under  the  PUR  Program.  A  1988  study  by  Ellsworth 

Associates,  Inc.  (EAI)  concluded  that  the  inception  of  the  PUR 

system  impacted  contract  administration  by  shifting  the  hours 

spent  on  contract  administration  to  other  functions  in  the 

procurement  process.  [Ref.  14 :p.  13]  With  this  shift,  came 

the  shift  in  personnel  and  priority  to  the  function  of 

awarding  contracts. 

2 .  Inaction  by  the  contractor 

Inaction  by  the  contractor  was  the  nxamber  two  reason 
for  not  initiating  closeout  as  soon  as  it  is  physically 
completed  and  the  number  three  reason  for  delay  in  contract 
closeout . 

Similar  to  the  Government,  closing  out  contracts  is 
not  one  of  the  contractor's  highest  priorities.  Contractors 
have  little  incentive  to  try  to  accelerate  the  process  and 
achieve  more  timely  contract  closeout  if  they  do  not 
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anticipate  receiving  more  money.  The  contractor  places  more 
importance  on  being  awarded  contracts  rather  than  on  the 
administrative  paperwork  involved  in  the  closeout  of  the 
contracts . 

In  addition,  there  may  be  other  reasons  for  the  delay 
in  submitting  the  final  invoice.  For  instance,  in  Cost 
Reimbursement  contracts,  if  the  contractor  was  overpaid  on  the 
contract  by  the  Government,  s/he  can  delay  repayment  by 
delaying  submission  of  the  final  cost  proposal  and  siobsequent 
negotiation  of  the  final  price.  By  waiting  for  the  Government 
to  request  the  proposal  s/he  may  be  cible  to  delay  repayment 
for  months  (even  years)  [Ref.  15] .  There  is  no  incentive  or 
disincentive  for  the  contractor  to  be  timely  with  his/her 
final  invoice. 

3 .  Inaction  by  DCAA 

Inaction  by  DCAA.  was  the  number  one  reason  for  the 
delay  in  the  contract  closeout  process  and  the  number  three 
reason  for  not  initiating  closeout  as  soon  as  the  contract  is 
physically  completed.  Contract  closeout  for  Cost 
Reimbursement  and  Fixed-Price  Incentive  contracts  are  affected 
by  the  inaction  by  DCAA;  however,  DCAA  does  not  affect  the 
contract  closeout  process  for  FFP  contracts. 

Overhead  rates  must  be  audited  by  DCAA  and  negotiated 
by  the  ACO  before  Cost  Reimbursement  and  Fixed-Price  Incentive 
contracts  can  be  closed-out  (with  the  exception  of  those 
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contracts  that  are  eligible  for  the  Quick  Closeout  procedure) . 
DCAA  is  several  years  behind  in  estaiblishing  final  indirect 
rates  on  physically  completed  contracts  [Ref.  16] . 

DCAA' s  reason  for  its  tardiness  is  twofold.  One  is  a 
lack  of  manpower.  With  the  budget  cuts,  DCAA  must  get  by  with 
less  auditors.  With  less  auditors,  DCAA  takes  longer  to 
fulfill  all  of  its  duties.  The  manpower  problem  is 
intensified  by  the  high  turnover  rate  of  personnel.  A  DCAA 
auditor  stated  that,  "Not  only  do  we  have  less  auditors,  but 
the  auditors  are  inexperienced  and  need  training  and 
assistance  in  auditing  contractors." 

The  second  reason  for  DCAA' s  tardiness  in  determining 
the  final  indirect  cost  is  the  low  priority  that  is  placed  on 
final  overhead  audits.  Determination  of  overhead  rates  is  one 
of  their  lowest  priorities  [Ref.  17 ;p.  6].  Similar  to  the 
procuring  activities,  more  importance  is  placed  in  getting 
contracts  awarded  and  funds  obligated  than  in  determining 
final  overhead  rates  and  de-obligating  funds. 

4 .  Inaction  by  the  ACO 

Inaction  by  the  ACO  was  the  nvimber  two  reason  for 
delay  in  the  contract  closeout  process.  This  reason  can  be 
tied  in  with  the  first  reason  of  low  priority  and  lack  of 
manpower.  Once  final  deliveries  are  made  and  accepted,  the 
level  of  interest  shifts  from  the  completed  contracts  to  the 
award  and  obligation  of  new  contracts  or  to  the  performance  of 
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closeout  [Ref.  18:p.  vi] .  The  ACO  is  responsible  for 
coordinating  all  organizations  (the  contractor,  the  requiring 
activity,  DCAA,  if  applicable,  etc.)  involved  with  the 
contract  closeout  process  and  ensuring  that  each  has  completed 
their  tasks  and  submitted  the  appropriate  contract  completion 
forms.  Any  delay  from  the  other  activities  will  ultimately 
delay  the  ACO  in  completing  the  contract  closeout  process . 
The  ACO  may  have  initiated  the  process  in  a  timely  manner,  yet 
cannot  complete  the  process  due  to  the  inaction  of  another 
activity.  Thus,  it  may  not  be  the  ACO's  inaction  that  is 
delaying  the  contract  closeout,  but  the  inaction  of  another 
activity . 

5 .  Reconciling  differences  between  the  paying  and 
funding  offices . 

The  survey  results  indicated  that  reconciling 
differences  between  the  paying  and  funding  offices  was  the 
number  four  reason  for  both  the  delay  in  contract  closeout  and 
for  not  initiating  closeout  as  soon  as  physically  completed. 
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In  the  majority  of  Government  contracts.  Defense 
Finance  and  Accounting  Service  (DFAS)  Columbus  is  the  paying 
office.  If  DFAS's  records  do  not  agree  with  the  funding 
office  records,  they  must  determine  the  reason  for  the 
difference.  Many  times  the  difference  is  due  to  one  agency 
not  receiving  the  same  information  as  the  other  [Ref.  19] .  It 
takes  time  to  determine  the  cause  of  the  discrepancy  and  the 
contract  cannot  be  closed  out  until  DFAS's  records  and  the 
funding  office's  records  match. 

6 .  Lack  of  training 

Eighty-five  percent  (85%)  of  the  respondents 
stated  that  they  did  not  have  any  formal  training  on  the 
contract  closeout  process.  Again  because  of  its  low  priority, 
the  closeout  process  is  not  emphasized  during  training  and 
many  contracting  personnel  are  unaware  of  alternate,  more 
efficient  methods  for  closing  the  contract. 

Currently,  the  contract  closeout  process  is  taught 
as  a  segment  in  the  Management  of  Defense  Acquisition 
Contracts  (MDAC)  Advanced  Contract  Administration  course. 
There  is  no  separate  course  for  the  contract  closeout  process 
or  any  subsequent  refresher  training.  Lack  of  training 
increases  the  potential  for  delay  because  contract  personnel 
are  forced  to  learn  about  contract  closeout  "on  the  job"  and 
require  extra  time  to  obtain  information  on  the  contract 
closeout  process  from  regulations  and  other  sources. 
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D.  IMPACT  OF  UNTIMELY  CONTRACT  CLOSEOUTS 

The  survey  results  indicated  that  personnel  were  aware  of 
some  adverse  affects  to  the  Government  due  to  untimely 
contract  closeout .  The  responses  also  provided  a  good 
indication  of  the  consequences  caused  by  untimely  contract 
closeout .  This  section  will  analyze  the  consequences  of 
untimely  contract  closeouts. 

1 .  Monetary  Intact 

The  survey  results  indicated  that  the  respondents  were 
aware  of  funding  problems  that  come  with  expiration  of  funds 
due  to  untimely  contract  closeout  but  were  not  aware  of  the 
significance  of  the  amount  of  funds  that  are  unliquidated  and 
available  for  deobligation.  Two  areas  impacted  by  untimely 
contract  closeout,  not  mentioned  by  the  respondents  to  the 
survey,  are  increased  interest  payment  to  the  U.S.  Treasury 
and  loss  of  Government  Furnished  Property  (GFP) . 
a.  Kxpirmtion  of  Funds. 

Ninety-five  percent  (95%)  of  the  respondents  were 
aware  of  the  "M"  account  and  93%  were  aware  of  the  new 
legislation;  however,  the  comments  relating  to  its  impact  to 
the  contract  closeout  process  showed  no  indication  of  the 
significant  consequences  of  the  delay  in  contract  closeout  and 
the  expiration  of  funds. 
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maintained  in  accounting  and  financial  reports  and  unobligated 

I 

balances  were  availadDle  only  for  obligation  adjustments. 
During  this  period,  the  appropriation  was  commonly  termed 
"expired" .  At  the  end  of  the  two  year  "expired"  period,  the 
appropriation  was  termed  "lapsed" .  The  appropriation' s  net 
balances  of  unpaid  obligations  and  uncollected  reimbursc±>le 
orders  were  merged  with  balances  of  the  same  appropriation's 
successor  accounts  into  what  was  called  the  "M"  account. 

:  These  "M"  accounts  were  available  indefinitely  for  the 

liquidation  of  obligations.  [Ref.  20 ;p.  2] 

Under  the  new  legislation.  Section  1405  of  the 
National  Defense  Authorization  Act  for  Fiscal  Year  1991  and 
Section  8080  of  the  Department  of  Defense  Appropriation  Act  of 
1991,  the  "M"  account  and  other  merged  surplus  accounts  (used 
for  continued  funding  of  contract  payments  and  adjustments 
after  appropriations  have  expired)  have  been  adDolished  [Ref. 

i  21 :p.  6].  In  their  place.  Congress  established  a  system  in 

I 

j  which  all  "fixed"  appropriations  (i.e.,  appropriations 

I 

available  for  a  definite  period,  whether  annual  or  multiple- 
year)  can  be  used  to  pay  or  make  adjustments  to  existing 
obligations  for  only  five  years  after  their  availability  for 
obligation  expires  [Ref.  22:p.  7].  Obligations  of  contracts 
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outstanding  after  the  five-year  period  must  be  charged  to  a 
current  appropriations  account.  The  cancellation  of  balances 
currently  in  ”M"  accounts  and  the  limitation  of  funds  to  a 
five-year  "life  span”  after  expiration  means  the  "old"  money 
will  no  longer  be  available  to  pay  obligations  under  "old" 
contracts  [Ref-  23:p.  9].  With  the  decreasing  budget,  funding 
current  obligations  have  become  difficult  enough  for  agencies 
without  the  increased  burden  of  having  to  deplete  their 
limited  appropriations  for  their  current  needs  to  cover 
previous  years'  contract  obligations. 

In  these  times  of  decreasing  budgets,  the 
deobligation  of  funds  has  increased  in  importance.  The 
Government  needs  to  recover  excess  funds  on  physically 
completed  or  inactive  contracts  and  make  them  available  for 
further  program  use.  The  following  are  some  examples  of  the 
significant  amounts  of  unliquidated  obligations  on  contracts 
that  are  physically  completed. 

o  A  recent  Air  Force  audit  identified  $14.9  million  in 
28  contracts  of  unliquidated  obligations.  [Ref.  24 :p.  7] 

o  A  DCMAO  report  on  physically  completed  contracts 
indicated  that  $7,677,868.00  of  $91,790,259.00  was 
unliquidated  obligations.  That  is  8.36%  of  the  obligated 
amount.  [Ref.  25 :p.  571] 

o  A  Naval  Air  Systems  Command  (NAVAIR)  report  stated  that 
$3,717,684  of  $1,508,301,280  were  unliquidated 
obligations.  [Ref.  26] 
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Unused  and  unneeded  funds  can  be  lost 


unnecessarily  if  a  delayed  contract  closeout  causes 
deobligations  to  occur  after  the  funds  have  expired.  In  a 
recent  Army  audit,  excess  funds,  totalling  about  $1.5  million 
from  five  contracts,  were  not  deobligated.  Because  of  the 
untimely  contract  closeouts,  deobligations  were  delayed  for  up 
to  54  months,  and  the  excess  funds  could  not  be  reused  [Ref. 
27;p.  18].  The  more  rapid  the  closure  process,  the  earlier 

excess  funds  can  be  released  to  other  Government  projects. 
The  following  are  some  examples  of  the  significant  amounts 
that  were  deobligated  during  contract  closeout:^ 

o  A  NAVAIR  report  stated  that  $29,510,000  was  deobligated 
from  $543,126,000  of  unliquidated  obligations  of  FY  86 
APN  appropriations.  That  is  5.43%  of  the  total  amount 
reviewed.  [Ref.  28] 

o  A  Contract  Closeout  report  from  Hill  Air  Force  Base 
stated  that  for  the  month  ending  August  1991,  18 
contracts  were  completed  and  $116,029.02  was  deobligated. 
Total  dollars  deobligated  since  November  1987  is 
$35,040,574.87.  [Ref.  29] 

o  A  report  from  Naval  Ocean  Systems  Center  (NOSC) ,  San 
Diego,  CA  stated  that  $1,633,309  has  been  deobligated 
between  July  and  December  1991.  [Ref.  30] 

o  Not  all  contracts  have  funds  to  deobligate  when  closed 
out,  however  a  significant  amount  still  emerges  from  the 
average.  A  report  from  Armstrong  Data  Services 
demonstrates  that  $675,597  of  $23,569,662  (2.87%  of  the 
total  amount  of  the  contracts  closed  out  in  March  1990) 
was  deobligated.  [Ref.  31 :p.  3] 


^Because  the  aunount  of  deobligated  funds  are  usually  not 
tracked  and  reported,  the  researcher  received  these  data  in  a 
variety  of  formats .  Although  the  deobligated  funds  are  compared  to 
different  totals,  the  amounts  are  still  significant! 
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o  Of  the  data  received  by  the  researcher,  deobligated  funds 
averaged  10.48%  of  the  total  contract  amount.  [See 
Appendix  B  for  data.] 

b.  Unnecessary  Interest  Costs  to  the  U.S.  Treasury. 

Delayed  contract  closeout  can  result  in 
unnecessary  interest  costs  to  the  U.S.  Treasury  if  the  excess 
payments  to  contractors  are  not  recovered  in  a  timely  manner. 
There  are  several  reasons  why  overpayment  to  the  contractor 
occurs  such  as  failure  to  limit  progress  payments  to  the 
limits  established  in  current  regulatory  guidance  and  simple 
error.  An  Army  audit  estimated  that  prompt  contract  closeout 
could  reduce  $40  million  worth  of  overpayment  to  contractors 
by  25  percent  (25%)  or  $10  million.  Assuming  the  Government 
pays  six  percent  (6%)  interest  on  the  national  debt,  this 
could  result  in  a  reduction  of  interest  payment  of  $600,000 
per  year  or  $3,000,000  for  five-years  [Ref.  32:p.  16].  By 
not  closing  out  these  contracts  and  recovering  the 
overpayments,  the  DoD  is  adding  to  the  national  debt. 
Overpayments  become  an  interest-free  loan  to  contractors;  and 
they  have  little  incentive  to  closeout  the  contract  and  repay 
the  overpayment .  Recovery  of  other  eunounts  owed  to  the 
Government  by  contractors  can  also  be  delayed  or  not  fully 
identified  when  contract  closeout  is  delayed. 

c.  Loss  of  Government  Furnished  Property  (GFP) . 

Delayed  contract  closeout  can  cause  Government 

furnished  property  to  unnecessarily  stay  in  the  possession  of 
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contractors  and  increase  the  potential  for  loss  of  the 
property.  In  the  Army  audit  mentioned  above,  recovery  of  more 
than  $930,000  worth  of  Government  furnished  property  was 
delayed  for  up  to  53  months  because  of  the  delayed  contract 
closeout.  When  the  property  is  not  in  Government  control,  the 
value  of  the  Government  property  is  put  in  the  contractor's 
plant  and  there  is  the  potential  for  unnecessary  acquisition 
of  other  similar  property. 

2 .  Non-fflonetary  in^acts . 

The  survey  results  indicated  that  the  respondents  felt 
that  an  increase  in  backlog  was  a  major  non-monetary 
consequence  of  untimely  contract  closeout.  Respondents  to  the 
survey  were  aware  that  the  delay  in  contract  closeout  impaired 
the  availability  of  records  and  personnel.  Another  area  that 
is  impacted  by  the  delay  of  contract  closeout  is  the  discovery 
of  fraud  or  waste.  This  area  was  not  mentioned  by  the 
respondents  to  the  survey. 

a .  Increase  in  Bmckloga . 

Delays  in  the  closeout  of  contracts  create  work 
backlogs  in  contracting  offices.  These  backlogs  can  lead  to 
the  disruption  of  normal  operations  when  intensive  efforts  are 
needed  to  clear  the  backlog.  The  intensive  effort  is  usually 
accompanied  by  a  very  short  time  span  to  clear  the  backlog. 
This  can  lead  to  operating  errors  and  internal  control 
failures.  To  clear  the  backlog,  some  contracting  offices  will 
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have  to  divert  personnel  from  other  contracting  functions  and 
perhaps  use  extensive  overtime.  This  type  of  effort,  however, 
could  cause  customer  support  to  suffer  and  could  also  cause 
other  problems  if  normal  internal  controls  are  bypassed  in  an 
effort  to  clear  the  backlog  [Ref-  33 :p.  8] .  Aside  from  trying 
to  clear  the  backlog,  untimely  contract  closeouts  create  an 
additional  administrative  effort,  such  as  updating  and 
completing  overage  reports,  just  by  having  to  maintain  these 
open  contracts. 

b.  Availability  of  Paraonnal  and  Racorda . 

Contract  closeouts  need  to  be  prompt  to  ensure 
that  the  personnel  involved  with  the  contract  remember  what 
took  place  and  they,  and  the  records,  are  still  available  to 
assist  in  resolving  the  issues.  By  not  obtaining  timely 
settlement  of  the  unallowable  cost  issues  in  Cost 
Reimbursement  contracts,  the  Government  is  losing,  as  time 
passes,  the  corporate  knowledge  of  personnel  familiar  with  the 
contract's  terms,  conditions  and  history.  This  weakens  the 
Government's  position  in  any  future  litigation  action. 

[Ref.  34:p.  2] 

c.  Dmtmction  of  Fraud  or  Waste. 

Fraud  or  waste  is  often  found  during  contract 
closeout.  Detection  and  correction  of  problems  such  as 
contractor  cost  mischarging  and  defective  pricing  is  delayed 
when  closeout  is  untimely.  In  an  Army  review,  the  Vice  Chief 
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of  staff  stated  that  incorrect  cost  charging  by  a  contractor 
had  occurred  during  the  mid-to  late  1970' s,  but  was  not 
discovered  until  early  in  1985  because  the  contract  closeout 
was  late.  Delays  in  detecting  such  problems  could  be 
perceived  as  an  attempt  to  coverup  the  problems.  [Ref.  35: 
p.  3]  In  addition,  if  some  form  of  fraud  or  waste  is 
eventually  found  by  the  closeout  process,  management  could  be 
accused  of  improprieties.  Delay  in  closeout  could  give  the 
appearance  of  an  improper  action  by  the  Government.  Personnel 
from  outside  the  defense  acquisition  community  may  perceive  a 
delayed  contract  closeout  as  an  attempt  to  cover  up 
acquisition  and  contracting  problems.  [Ref.  36 :p.  8] 

E.  MHO  SHOULD  CLOSE  OUT  CONTRACTS? 

It  is  evident  from  the  survey  results  that  the  majority 
(94%)  of  the  respondents  feel  that  a  Contract  Closeout 
Specialist  should  be  in  the  GS-1102  series.  However,  because 
of  the  differences  in  the  types  of  contracts,  their  complexity 
and  differing  amounts  of  workload  that  each  command  had,  the 
survey  results  on  whether  or  not  a  dedicated  Contract  Closeout 
Specialist  is  needed  were  ambiguous.  A  respondent  may  have 
provided  a  negative  response  because  of  his  command' s 
insufficient  workload  to  keep  the  Closeout  Specialist  busy, 
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rather  than  because  of  a  perceived  need  of  specialized 
training  and  knowledge  to  efficiently  close  out  cost  type 
contracts . 

Survey  results  for  the  type  of  background  a  Contract 
Closeout  Specialist  should  have  reflects  the  growing  trend 
that  the  Contract  Specialist,  GS-1102  series,  is  not  an 
administrative  position,  but  a  position  that  requires 
experience,  education  and  training  to  assist  in  the  analysis 
and  decision-making  involved  in  the  contract  closeout  process. 
These  qualities  are  essential  to  process  contract  closeouts 
more  efficiently  and  effectively,  understand  contractual 
requirements  and  to  recognize  and  resolve  any  problems 
associated  with  the  closeout. 

r.  ACTIONS  TO  IMPROVE  THE  PROCESS 

The  most  fundamental  process  that  shapes  any  organization 
consists  of  dividing  the  work  and  responsibility,  coordinating 
the  divided  effort,  and  providing  the  essential  information  to 
enable  people  to  do  their  part  of  the  total  job 
[Ref.  37:p.  482].  The  survey  results  provided  some  insight  on 
how  the  fundamental  process  of  contract  closeout  can  be 
improved . 
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1 .  How  can  the  contract  cloaeout  be  managed  more 
efficiently? 

As  mentioned  in  Chapter  III,  research  has  indicated 
that  there  is  no  methodology  or  strategy  for  closing  out 
contracts .  This  lack  of  a  coherent  plan  has  lead  to  the 
erratic  application  of  closeout  procedures  and  has  reduced  the 
contract  closeout  process'  efficiency  and  effectiveness.  A 
strategy  or  plan  for  the  contract  closeout  process  is  needed 
to  focus  on  what  should  be  done  to  improve  its  performance 
[Ref.  38 ;p.  7] . 

The  survey  results  indicated  that  there  were  several 
areas  that  could  improve  the  performance  of  the  contract 
closeout  process.  These  areas  include:  (1)  increase  in 
priority,  (2)  more  resources  (manpower)  ,  (3)  automation  of 
the  process,  and  (4)  better  coordination  between  different 
agencies.  A  planning  process  can  analyze  and  address  these 
issues . 

Bryson  defines  strategic  planning  as  a  disciplined 
effort  to  produce  fundamental  decisions  and  actions  that  shape 
and  guide  what  an  organization  (or  other  entity)  is,  what  it 
does,  and  why  it  does  it.  Strategic  planning  can  help 
establish  priorities,  improve  organizational  performance,  deal 
effectively  with  rapidly  changing  circumstances,  and  build 
teamwork  and  expertise.  [Ref.  39 ;p.  11] 
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During  the  strategic  planning  process,  organizational 
missions  and  values  are  clarified  [Ref.  40:p.  49].  By 
clarifying  the  missions  and  values,  management  can  determine 
whether  or  not  the  priority  of  the  contract  closeout  should  be 
increased.  The  planning  process  also  assesses  the 
environment,  both  internal  and  external.  The  internal 
environment  contains  those  factors  that  are  controlled  by  an 
organization  such  as  the  resources  (inputs) ,  present  strategy 
(process)  and  performance  (outputs) .  By  identifying  the 
strengths  and  weaknesses  of  the  internal  environment  of  the 
contract  closeout  process,  the  issues  of  more  resources 
(manpower)  and  automation  of  the  process  are  addressed  and 
analyzed.  Coordination  between  different  agencies  is 
addressed  through  the  assessment  of  the  external  environment 
which  contains  factors  an  organization  does  not  control,  such 
as  the  other  commands.  [Ref.  41 :p.  54] 

2.  Higher  visibility  of  the  contract  closeout  process. 

The  survey  results  indicate  that  the  contract  closeout 
process  requires  higher  visibility  to  obtain  the  necessary 
manpower  and  resources  to  efficiently  and  effectively  close 
out  contracts.  However,  higher  visibility  should  not  equate 
to  more  reports  or  additional  oversight,  but  to  an  increase  in 
awareness  of  the  problems  faced  by  subordinates  in  achieving 
the  results  for  which  they  are  held  responsible  [Ref.  42 :p. 
605].  Management's  active  participation  in  the  closeout 
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process  is  vital.  With  a  greater  understanding  of  the 
contract  closeout  requirements,  managers  can  better  initiate 
advanced  planning  and  assist  with  problems. 

In  addition,  higher  visibility  does  not  mean  more 
control,  i.e.,  rules,  regulations,  and  oversight,  over  the 
contract  closeout  process.  Increasing  the  step-by-step 
oversight  of  svibordinates  will  not  ensure  that  the  contracts 
are  closed  out  efficiently  and  effectively.  On  the  contrary, 
additional  control  will  only  serve  to  limit  subordinate 
initiative,  resourcefulness,  and  attention  to  detail. 

3 .  Should  the  limit  for  the  Quick  Closeout  method  be 
increased? 

The  survey  results  indicated  that  personnel  were 
willing  to  use  alternate  methods  to  close  out  contracts.  As 
previously  discussed  in  Section  B.3.,  use  of  the  two  alternate 
methods  (the  Quick  Closeout  method  and  bilateral  agreements) 
speed  up  the  contract  closeout  process  for  Cost  Reimbursement 
and  Fixed-Price  Incentive  contracts.  Although  respondents  to 
the  survey  stated  that  they  would  like  to  utilize  the 
alternate  methods  of  closing  out  contracts  more  often,  the 
majority  did  not  want  the  limit  for  Quick  Closeout  to 
increase.  The  respondents'  desires  to  maintain  the  Quick 
Closeout  limit  at  its  current  level  may  be  attributable  to  the 
fact  that  most  of  the  respondents  have  not  used  either  method 
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and  wish  to  gain  more  experience  with  the  Quick  Closeout 
procedure  before  increasing  the  limits. 

4 .  Timely  eubmission  o£  final  invoice  by  contractors . 

One  of  the  reasons  for  the  delay  in  contract  closeout 
stated  in  Section  C  of  this  Chapter  is  inaction  by  the 
contractor.  Research  has  shown  that  the  time  frame  for  a 
contractor  to  submit  his  final  invoice  is  not  clearly 
delineated.  In  addition,  there  is  no  incentive  (or 
disincentive)  for  a  contractor  to  submit  his  final  invoice  in 
a  timely  manner.  The  survey  results  indicate  that  the 
majority  of  the  respondents  feel  that  a  specific  time  frame 
for  the  contractor  to  submit  his  final  invoice  and  a  penalty 
if  he  fails  to  do  so  are  necessary  or  desiradsle  to  improve  the 
closeout  process. 

Existing  contract  remedies  and/or  new  contract  clauses 
can  be  utilized  to  expedite  the  contractor' s  submission  of  the 
final  invoice.  As  mentioned  in  Chapter  III,  one  remedy  is  to 
place  contractors  who  fail  to  submit  their  final  invoice  and 
other  pertinent  closeout  documents  within  the  specified  time 
period  on  the  Contractor  Alert  List  (CAL) .  These  contractors 
should  be  considered  candidates  for  the  Contractor  Improvement 
Program  (CIP) .  Also,  the  ACO  could  consider  non-contractual 
remedies,  such  as  inclusion  of  comments  in  preaward  surveys 
stating  that  the  contractor  failed  to  submit  the  final  invoice 
in  a  timely  manner.  New  contract  clauses  can  state  the 
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contractor's  responsibility  in  the  closeout  process  and 
provide  some  form  of  incentive  to  contractors  to  complete 
their  responsibilities. 

G.  SUMMARY 

This  chapter  analyzed  the  data  presented  in  Chapter  III. 
The  current  contract  closeout  process  was  examined,  reasons 
for  problems  were  evaluated,  and  consequences  of  untimely 
contract  closeout  were  expanded.  Other  areas  covered  included 
an  analysis  of  contract  closeout  specialist  qualifications  and 
how  to  improve  the  contract  closeout  process.  Chapter  V  will 
provide  conclusions,  recommendations,  answers  to  the  research 
question  and  recommendations  for  further  research. 
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V.  RECOMMEMDATIOMS  AMD  CONCLUSIONS 


A.  GENERAL 

Increased  management  of  contracts  and  the  increased 
awareness  of  contracting  personnel  will  benefit  the 
administration  of  contracts  and  decrease  the  number  of 
physically  completed,  open  contracts  that  should  be  closed 
out.  Agencies  will  be  able  to  recover  excess  funds  and 
dispose  of  Government  furnished  property.  Through  recovery  of 
overpayments  to  the  contractor,  the  interest  cost  for  the  U.S. 
Treasury  will  decrease.  Proper  management  of  contracts  will 
reduce  the  backlogs  and  help  in  determining  the  problem  areas 
that  cause  the  delays.  Understanding  the  problem  areas, 
monitoring  them,  and  correcting  them  may  assist  ACOs  in 
avoiding  potential  litigation.  Since  litigation  can  take  as 
long  as  seven  years  before  a  settlement  is  reached,  the 
avoidance  of  potential  litigation  will  decrease  the  need  for 
payment  of  "old"  contracts  out  of  current  appropriations  (due 
to  the  loss  of  "M"  accounts) . 

B.  CONCLUSIONS 

This  research  effort  has  led  to  several  conclusions  in 
regard  to  the  contract  closeout  process. 
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Conclusion  1 .  Lack  of  managamant  commitaant  is  a  sia jor 
factor  in  contract  closaout  dalay.  Currently,  contract 
closeout  has  a  low  priority  in  contract  administration.  Also, 
within  DCAA,  determining  final  overhead  rates  (necessary  for 
closing  out  Cost  Reimbursement  and  Fixed-Price  Incentive 
contracts)  has  a  low  priority.  The  survey  indicated  that  low 
priority  and  inaction  by  the  ACO  and  DCAA  were  major  problems 
in  the  contract  closeout  process.  Because  of  the  low 
priority,  management  does  not  allocate  needed  personnel  to 
work  the  contract  closeout  process. 

Conclusion  2.  Lack  of  incentives  (or  disincentives)  is  a 
major  reason  contractors  do  not  STibmit  the  final  invoice  in  a 
timely  manner.  Inaction  by  the  contractor  was  cited  as  a 
major  reason  in  the  survey  for  delay  in  contract  closeout. 
The  time  frame  for  a  contractor  to  submit  the  final  invoice  is 
not  clearly  delineated  and  no  incentives  (or  disincentives) 
exist  for  a  contractor  to  submit  the  final  invoice  in  a  timely 
manner.  The  Government  must  define  contractors' 
responsibilities  and  ensure  that  established  regulations  are 
enforced . 

Conclusion  3 .  Training  in  the  contract  closeout  process 
is  almost  non-existent.  The  survey  indicated  that  85%  of  the 
respondents  did  not  have  any  formal  training  on  the  contract 
closeout  process.  Those  that  did  have  some  training  stated 
that  it  was  minimal.  Currently,  the  contract  closeout 
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process  is  taught  as  a  segment  ii'  the  Management  of  Defense 
Acquisition  Contracts  (MDAC)  Advanced  Contract  Administration 
course.  The  National  Contract  Management  Association  also 
sponsors  a  workshop  on  conducting  contract  closeout . 

Conclusion  4 .  The  amount  of  funds  that  are  xanliquidated 
and  could  be  deobligatad  is  significant .  Amounts  that  may 
have  been  considered  insignificant  in  the  early  1980s  are  now 
determined  to  be  quite  significant  in  these  times  of  the 
decreasing  budget.  The  survey  indicated  that  amounts  of 
deobligated  funds  ranged  from  0.02%  to  78.6%  of  the  contract 
amount;  dollar  values  ranged  from  $692.00  to  $10,649,100.00. 

Conclusion  5 .  Coordination  is  nacassary  batwaan  the 
various  activitias  to  af f iciantly  close  out  contracts . 
Because  of  the  many  activiti as  involved  in  the  contract 
closeout  process,  close  coordination  is  necessary  to 
efficiently  closeout  contracts.  The  survey  indicated  that  a 
major  problem  delaying  contract  closeout  is  reconciling 
differences  between  the  paying  and  funding  offices.  Through 
increased  coordination,  differences  between  the  paying  and 
funding  offices  would  decrease.  Any  differences  could  be 
worked  out  before  they  became  a  problem. 

Conclusion  € .  Alternate  contract  closeout  methods  are  not 
being  utilized  to  their  fullest  potential.  The  survey  results 
demonstrated  that  the  majority  of  the  respondents  are  not 
utilizing  the  alternate  methods  of  quick  closeout  and 
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bilateral  agreements.  Additionally,  many  are  not  aware  of 
these  alternate  methods .  Alternative  methods  are  used  to 
speed  up  the  process  of  closing  out  Cost  Reimbursement 
contracts.  By  not  utilizing  these  alternate  methods,  the 
contract  closeout  process  is  prolonged. 

Conclusion  7 .  Thsrs  is  no  uniform  systsm  for  tracking  or 
reporting  the  closeout  process.  The  survey  demonstrated  that 
DoD  does  not  have  a  uniform  system  for  tracking  or  reporting 
the  closeout  process .  Some  commands  do  not  have  a  tracking  or 
reporting  system  for  contract  closeout.  Because  many  commands 
are  involved  in  the  closeout  process,  a  uniform  system  is 
beneficial  so  that  different  commands  can  utilize  the  records 
of  other  commands.  As  stated  in  Chapter  IV,  using  a  uniform 
system  would  decrease  the  duplication  of  effort  involved  with 
inputting  data  into  the  system,  reduce  the  chances  of  input 
error  and  speed  up  the  contract  closeout  process  by 
eliminating  the  time  wasted  in  correcting  discrepancies 
between  commands . 

Conclusion  6  .  Cost  Reiobursefflsnt  contracts  rarely  meet 
the  FAR  time  frame  for  contract  closeout .  The  survey 
indicated  that  96%  of  the  respondents  do  not  close  out  Cost 
Reimbursement  contracts  in  the  required  time  freune.  Some 
respondents  stated  that  some  take  up  to  ten  years  to  close 
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out .  There  are  several  reasons  for  not  meeting  the  required 
time  fraune;  however,  the  bottom  line  is  most  Cost 
Reimbursement  contracts  become  overaged. 

C.  RECOMMENDATIONS 

As  a  result  of  the  conclusions,  the  following 
recommendations  are  made. 

Recommendation  1 .  Management  needs  to  increase  the 
priority  of  contract  closeout.  Currently,  contract  closeout 
has  a  low  priority  in  contract  administration.  Also,  based  on 
confidential  interviews  with  personnel  in  DCAA,  determining 
final  overhead  rates  (necessary  for  closing  out  cost 
reimbursement  contracts)  has  a  low  priority.  Administrative 
Contracting  Officers  need  to  realign  their  priorities  in  the 
administration  of  contracts.  With  the  decreasing  budget  and 
decreasing  personnel,  ACOs  need  to  start  managing  the 
administration  of  contracts  instead  of  having  the  contracts 
manage  them.  ACOs  can  no  longer  afford  to  put  the  closeout 
process  on  the  "back  burner",  but  must  aggressively  seek  the 
contracts  that  have  unliqpaidated  obligations  and  Government 
furnished  property  that  need  to  be  dispositioned. 

Again,  because  of  the  decreasing  budget,  DCAA  must  also 
realign  their  priorities  in  auditing  contracts.  Management 
needs  to  increase  the  priority  of  final  overhead  rate  audits. 


90 


There  should  be  an  increased  effort  to  get  the  contracts 
closed  out  in  the  time  frames  estaiblished  in  the  FAR. 

Racommandation  2 ;  Contracts  should  include  clauses  that 
provide  incentives  to  contractors  to  achieve  timely  closeout. 
New  contract  clauses  should  clearly  state  the  contractor's 
responsibility  in  the  closeout  process  and  provide  some  form 
of  incentive  to  contractors  to  complete  their  responsibilities 
on  time. 

For  contracts  with  a  specified  closing  date,  contracts 
should  require  that  a  final  invoice  be  siabmitted  by  a  firm 
date.  If  there  is  no  specified  closing  date,  the  contractor 
should  notify  the  Government  when  the  product /service  is 
completed  and  a  time  frame  should  be  established  for  the 
invoice  to  be  submitted.  If  the  final  invoice  is  not 
submitted  by  the  firm  date  or  established  time  frame,  the 
Government  should  receive  some  type  of  consideration  from  the 
contractor . 

Recommendation  3.  Increase  contract  closeout  training. 
Contracting  schools  need  to  discuss  and  emphasize  the  closeout 
process  in  their  courses.  The  increased  training  will  make 
contracting  personnel  aware  of  alternate  methods  of  closing 
contracts.  Training  will  also  decrease  the  delay  in  closing 
out  contracts  because  personnel  will  not  have  to  learn  the 
process  "on  the  job" . 
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R«coinm«ndation  4 .  Mor*  •ophasis  should  bs  put  on  ths 
initial  contract  funds  status  rsvisw.  FAR  4.804-5  states  that 
an  initial  contract  funds  status  review  shall  be  accomplished 
after  the  contract  is  physically  completed  and  where 
appropriate,  excess  funds  identified  to  the  PCO.  More 
emphasis  should  be  placed  on  the  importance  of  identifying  and 
deobligating  excess  funds  to  make  them  available  for  further 
program  use . 

Recommendation  5 .  Increase  coordination  by  increasing 
communications  between  the  oiany  activities  involved  in  the 
contract  closeout  process.  Increased  coordination  can  come 
from  an  increase  in  the  communications  between  the  activities. 
Contracting  offices  need  to  inform  the  other  activities  of 
known  closeout  problems  and  discuss  other  concerns  affecting 
the  closeout  process.  The  time  required  to  closeout  contracts 
should  be  reduced  by  actions  such  as  reconciliation  of  open 
contract  records  and  frequent  meetings  between  participating 
organizations . 

Recommendation  6;  Utilize  the  alternate  closeout  methods 
more  frequently.  Increased  use  of  alternate  closeout  methods 
can  speed  up  the  process  and  help  to  reduce  unliqviidated 
obligations  and  eliminate  the  administrative  burden  of 
maintaining  open  contracts  for  an  extended  time.  The 
alternate  methods  are  quick  closeout  and  bilateral  agreements. 
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R«coiimi«ndation  7 :  Bstablish  a  DoD-wida  syatam  for 
coilacting,  raporting  and  monitoring  data  on  tha  contract 
cloaaout  procasa.  Currently,  there  is  no  uniform  system  for 
collecting,  reporting  and  monitoring  data  on  the  contract 
closeout  process .  A  DoD-wide  system  is  needed  to  ensure  that 
the  current  closeout  backlog  is  cleared  and  similar  backlogs 
do  not  recur  in  the  future. 

D.  REVIEW  OF  RESEARCH  QUESTIONS 

In  order  to  respond  to  the  research  question,  five 
subsidiary  questions  were  posed.  Responses  can  now  be 
summarized  beginning  with  the  subsidiary  questions  and 
culminating  with  the  principal  research  question. 

Secondary  Question  1 ;  What  are  the  currant  contract 
closeout  procedures? 

The  current  contract  closeout  procedures  were  discussed  in 
Chapter  II.  Once  the  contract  has  been  determined  to  be 
physically  complete,  a  contract  funds  status  review  is 
accomplished  and  where  appropriate,  excess  funds  are 
identified  to  the  PCO.  The  ACO,  when  delegated  the 
administrative  functions  of  the  contract,  will  prepare  a  DD 
Form  1594,  "Interim  Contract  Completion  Statement,"  as  set 
forth  in  DFAR  204.804-2,  to  alert  the  PCO  that  the  contract  is 
now  physically  complete  and  ready  to  begin  the  closeout 
process.  Next,  the  ACO  must  ensure  that  the  actions  in  FAR 
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4.804-5  are  completed.  Once  completed,  the  AGO  will  prepare 
a  DD  Form  1594,  "Contract  Completion  Statement,"  verifying 
that  all  contract  actions  have  been  completed  and  forward  the 
original  DD  Form  1594  to  the  PCO.  A  signed  (by  the  ACO)  copy 
of  the  DD  Form  1594  will  be  retained  in  the  administration 
file  as  authority  to  close  the  file.  The  PCO  will  sign  and 
retain  the  original  DD  Form  1594  in  the  contracting  office 
contract  file.  The  final  step  in  the  contract  closeout 
process  is  the  storing  and  disposing  of  the  contract  files. 
The  FAR  states  that  agencies  shall  prescribe  procedures  for 
handling,  storing,  and  disposing  of  contract  files.  However, 
FAR  4.805  specifies  individual  retention  periods  for  various 
documents . 

Firm  Fixed-Price  contracts  do  not  involve  pricing  actions 
at  contract  closeout,  thus  many  of  the  actions  listed  in  FAR 
4.804-5  for  closeout  are  not  applicable.  However,  Cost 
Reimbursement  and  Fixed-Price  Incentive  contracts  require 
several  pricing  actions,  as  well  as  additional  administrative 
actions,  before  these  contracts  can  be  closed  out. 

A  Contract  Closeout  Process  Stunmary,  Appendix  C,  has  been 
developed  by  the  researcher.  This  summary  provides  a 
flowchart  of  the  steps  in  the  contract  closeout  process  and 
can  be  utilized  as  a  procedures  manual. 

The  data  collected  indicated  that  contract  closeout 
policies  and  procedures  are  not  being  utilized  or  followed  to 
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their  fullest  extent .  Cost  Reimbursement  contracts  are  rarely 
closed  out  in  the  time  frame  stated  in  the  FAR.  Alternate 
methods  designed  to  speed  up  the  process  of  closing  out 
contracts  are  also  not  utilized  as  often  as  they  should  be. 

Secondary  Question  2 :  What  are  the  unique  factors 
associated  with  performing  contract  closeout? 

The  unique  factors  associated  with  contract  closeout  are 
the  complexities  of  the  contracts  themselves,  the  number  of 
forms,  the  nximber  of  varieibles  (delegations,  contract  types, 
etc.)  and  number  of  personnel  in  different  activities 
involved.  Because  of  these  factors,  each  contract  closeout  is 
different  and  is  unique  in  the  problems  that  can  be 
encountered.  Another  unique  factor  is  that  most  personnel  are 
performing  contract  closeout  without  training,  without 
considerable  management  support,  or  support  from  other 
activities . 

Secondary  Question  3 .  What  are  the  principal  impediments 
to  timely  contract  closeout? 

In  the  contract  closeout  process,  there  are  a  wide  variety 
of  causes  for  delays  and  problems.  The  survey  results 
indicated  that  the  major  reasons  for  the  delay  in  the  contract 
closeout  process  were:  (1)  low  priority  and  limited  manpower, 
(2)  inaction  by  the  contractor,  DCAA  and  ACO,  and  (3) 
reconciling  differences  between  the  paying  and  funding  office. 
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After  analyzing  these  reasons,  the  following  impediments  to 
timely  contract  closeouts  were  determined: 

o  Lack  of  management  support  in  all  activities  involved 
in  contract  closeout. 

o  Lack  of  incentives  for  contractors  to  submit  the  final 
invoice  for  cost  reimbursement  contracts. 

o  Lack  of  coordination  among  the  different  activities 
involved  in  the  contract  closeout  process . 

o  Lack  of  training  of  the  contract  closeout  process . 

Secondary  Question  4 .  What  areas  are  particularly 
ii^pacted  by  the  failure  to  close  out  contracts  on  a  tiaiely 

basis? 

The  deobligation  of  funds,  backlog,  and  availability  of 
records  and  personnel  are  areas  particularly  impacted  by  the 
failure  to  close  out  contracts  on  a  timely  basis.  Because  of 
the  FY91  legislation  that  phased  out  "M"  accounts,  the 
deobligation  of  excess  funds  on  contracts  has  become 
increasingly  important.  Unused  and  unneeded  funds  can  be  lost 
if  a  delayed  contract  closeout  causes  deobligations  to  occur 
after  the  funds  have  expired. 

Backlogs  can  lead  to  the  disruption  of  normal  operations 
when  intensive  efforts  are  needed  to  clear  the  backlog. 
Additionally,  untimely  contract  closeout  creates  an  additional 
administrative  effort  just  by  having  to  maintain  these  open 
contracts  in  the  backlog.  Corporate  knowledge  of  personnel 
familiar  with  the  contract's  terms  and  history  and 
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availability  of  records  are  lost  when  contracts  are  not  closed 
out  in  a  timely  manner. 

Secondary  Question  5 .  What  policy  and  procedural 
guidelines  should  be  established  or  revised  in  order  to  more 
efficiently  and  effectively  sianage  the  contract  close-out 
process? 

The  recommendations  in  the  previous  section  should  be 
incorporated  to  more  efficiently  and  effectively  manage  the 
contract  closeout  process.  The  recommendations  are  as 
follows : 

o  Contracts  should  include  clauses  that  provide  incentives 
to  contractors  to  achieve  timely  closeout. 

o  Utilize  the  alternate  closeout  methods  more  frequently. 

o  Establish  a  DoD-wide  system  for  collecting,  reporting 
and  monitoring  data  on  the  contract  closeout  process. 

o  Management  needs  to  increase  the  priority  of  contract 
closeout . 

o  Increase  coordination  by  increasing  communication  between 
activities  involved  in  the  contract  closeout  process. 

o  Increase  contract  closeout  training. 

o  More  emphasis  should  be  put  on  the  initial  contract  funds 
status  review. 

Primary  Question:  What  are  the  critical  factors  involved 
in  effectively  managing  timely  contract  closeout  and  how  might 
the  process  be  made  more  efficient? 

Critical  factors  involved  in  effectively  managing  timely 
contract  closeout  are  addressed  in  Secondary  Question  3 .  The 
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principal  impediments  in  closing  out  contracts  are  also  the 
critical  factors  involved  in  managing  contract  closeout. 
Secondary  Question  5  and  the  recommendations  in  the  previous 
section  answer  how  the  process  might  be  made  more  efficient. 

The  critical  factors  and  recommendations  can  be  summed  up 
by  saying  that  management  and  planning  are  the  critical 
factors  involved  in  effectively  managing  timely  contract 
closeout  and  are  also  how  the  process  can  be  made  more 
efficient . 

Management  can  alleviate  the  problems  of  low  priority  and 
manpower.  Subordinates  usually  give  their  attention  to 
whatever  management  emphasizes.  If  management  turns  their 
attention  to  contract  closeout,  their  subordinates  will  follow 
suit.  By  increasing  the  priority  of  closing  out  contracts, 
management  will  have  to  allocate  more  manpower  to  complete  the 
job.  It  is  management  that  allocates  personnel  to  different 
procurement  functions.  The  increase  in  priority  and  manpower 
will  reduce  the  problems  of  inaction  of  the  AGO  and  DCAA  that 
were  stated  in  the  survey.  These  problems  will  be  reduced 
because  both  the  administration  and  audit  offices  will  now 
have  the  manpower  to  accomplish  their  functions  in  the 
contract  closeout  process. 

In  the  preaward  phase,  clauses  can  be  included  in  the 
contract  that  will  provide  an  incentive  for  contractors  to 
sxibmit  their  final  invoice  in  a  timely  manner.  In  the 
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post award  phase,  increased  coordination  can  come  from  better 
communications  eunong  the  various  activities  and  contractor 
involved  with  the  contract .  Managers  can  develop  plans  for 
conducting  the  overall  contract  process  prior  to  writing  the 
first  lines  of  a  contract.  Such  factors  as  inclusion  of 
specific  clauses  in  the  preaward  phase  and  setting  up  of 
meetings  with  the  contractor  and  the  various  Government 
activities  involved  with  the  contract  can  facilitate  the 
closeout  process. 

Management  and  planning  are  both  involved  in  training 
personnel .  Through  training,  management  gives  personnel  the 
tools  needed  to  complete  his/her  job  efficiently  and 
effectively.  Additionally,  an  effective  training  plan 
requires  advanced  planning. 

Management  and  planning  are  both  needed  to  be  able  to 
establish  a  DoD-wide  system  for  collecting,  reporting  and 
monitoring  data  on  the  contract  closeout  process. 

E.  AREAS  OF  FURTHER  RESEARCH 

It  was  determined  in  Chapter  IV  that  the  current  PUR 
system  had  shifted  the  hours  spent  on  contract  administration 
to  other  functions  in  the  procurement.  An  area  of  further 
research  is  to  investigate  how  the  PUR  system  can  be  revised 
to  shift  the  personnel  and  priority  back  to  contract 
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administration,  which  would  also  shift  the  personnel  and 
priority  back  to  the  contract  closeout  process . 

A  result  of  the  survey  raised  an  additional  cpaestion  that 
is  recommended  for  further  research.  Because  of  the 
overwhelming  majority  of  respondents  that  stated  that  they  do 
not  close  Cost  Reimbursement  contracts  within  the  time  fretmes 
required  by  the  FAR,  the  researcher  feels  that  a  review  of  FAR 
time  frames  for  contract  closeout  should  be  researched  and 
reevaluated . 

The  contract  closeout  process  involves  many  forms, 
variables  and  different  activities.  A  final  area  for  further 
research  is  how  to  simplify  and  streamline  the  process. 
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APPENDIX  A 


SURVEY  RESPONDENTS 


1 .  Naval  Supply  Center-Charleston 
Charleston,  SC  29408-6300 

2 .  Naval  Air  Test  Center 
Patuxent,  MD  20670-5304 

3 .  David  Taylor  Research  Center 
Bethesda,  MD  20084-5000 

4 .  Naval  Ordinance  Station 
Indian  Head,  MD  20640-5000 

5 .  Naval  Surface  Warfare  Center-Dahlgren 
Dahlgren,  VA  22448-5000 

6.  Naval  Surface  Warfare  Center-White  Oaks 
Dahlgren,  VA  22448-5000 

7 .  Naval  Ocean  Systems  Center 
San  Diego,  CA  92152-5000 

8.  Naval  Weapons  Center 
China  Lake,  CA  93555-dOCI 

9.  Naval  Air  Engineering  Center 
Lakehurst,  NJ  08733 

10.  Naval  Underwater  Systems  Center 
Newport,  RI  02801-5047 

11.  Naval  Weapons  Support  Center 
Crane,  IN  47522-5011 

12.  Naval  Coastal  Systems  Center 
Panama  City,  FL  32407-5000 

13.  Naval  Shipyard  Mare  Island 
Vallejo,  CA  94592-5100 

14.  Naval  Air  Station-Point  Mugu 
Point  Mugu,  CA  93042-5027 
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15.  Marine  Corps  Air  St at ion -Cherry  Point 
Cherry  Point,  NC  28533-5040 

16.  Naval  Construction  Battalion  Center 
Gulfport,  MS  39501-5000 

17.  Supervisor  of  Shipbuilding,  Construction  &  Repair 
Newport  News,  VA  23607-2787 

18.  Supervisor  of  Shipbuilding,  Construction  &  Repair 
Pascagoula,  MS  39568-2210 

19.  Supervisor  of  Shipbuilding,  Construction  &  Repair 
Groton,  CT  06340-4990 

20.  Supervisor  of  Shipbuilding,  Construction  &  Repair 
Seattle,  WA  98115-5003 

21.  Supervisor  of  Shipbuilding,  Construction  &  Repair 
Sturgeon  Bay,  WS  54235-0026 

22.  Marine  Corps  Air  Station-Yuma 
Yuma,  AZ  85369-5030 

23.  Air  Force  Systems  Command 
Andrews  AFB,  MD  20334-5000 

24 .  Rome  Air  Development  Center 
Griffiss  AFB,  NY  13441 

25.  Ogden  Air  Logistics  Center  (4  respondents) 

Hill  AFB,  UT  84056-5000 

26.  Sacramento  Air  Logistics  Center 
McClellan  AF,  CA  95653 

27 .  Defense  Contracts  Management  Division-South 
805  Walker  Street 

Marietta,  GA  30060-2789 

28.  Defense  Contracts  Management  Division-Northeast 
495  Summer  Street 

Boston,  MA  02210-2184 

29.  Defense  Contracts  Management  Division-West  (8  respondents) 
222  N.  Sepulveda  Blvd. 

El  Segundo,  CA  90245-4320 
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30.  U.S.  Army  Special  Operations  Command 
Fort  Bragg,  NC  28307-5200 

31.  U.S.  Coast  Guard  Headquarters 
2100  Second  Street,  S.W. 

Washington,  D.C.  20593-0001 

32.  Defense  Contracts  Management  Division-North  Central 
O' Hare  International  Airport 

P.O.  Box  66475 
Chicago,  IL  60666-0475 

33.  U.S.  Army  Troop  Support  Command 
4300  Goodfellow  Blvd. 

St.  Louis,  MO  63120-1798 

34.  Defense  Logistics  Agency 
Cameron  Station 
Alexandria,  VA  22304-6100 

35 .  Marine  Corps  Recruit  Depot 
P.O.  Box  5069 

Parris  Island,  SC  29905-5000 

36.  Marine  Corps  Air  Ground  Combat  Center 
Twenty-Nine  Palms,  CA  92278-5000 

37 .  Marine  Corps-Camp  LeJeune 
P.O.  Box  8368 

Camp  LeJeune,  NC  28542-5000 

38.  Marine  Corps-Camp  Pendleton 
P.O.  Box  1609 
Oceanside,  CA  92051-1609 

39.  Supervisor  of  Shipbuilding,  Construction  &  Repair 
P.O.  Box  215 

Portsmouth,  VA  23705-0215 

40.  Supervisor  of  Shipbuilding,  Construction  &  Repair 
495  Summer  Street 

Boston,  MA  02210-2181 

41 .  Supervisor  of  Shipbuilding,  Construction  &  Repair 
Naval  Base-Charleston 

Charleston,  SC  29408-6230 
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42.  Supervisor  of  Shipbuilding,  Construction  &  Repair 
Naval  Station,  Box  119 

San  Diego,  CA  92136-5119 

43.  Supervisor  of  Shipbuilding,  Construction  &  Repair 
Flushing  &  Washington  Avenues 

Brooklyn,  NY  11251-9000 

44.  Naval  Regional  Contracting  Center-San  Diego 
937  Harbor  Drive 

San  Diego,  CA  92132-5075 

45.  Naval  Regional  Contracting  Center-Philadelphia 
Bldg  600,  Naval  Base 

Philadelphia,  PA  19112-5082 

46.  Naval  Regional  Contracting  Center-Washington 
Washington  Navy  Yard 

Washington,  D.C.  20374 

47 .  Naval  Aviation  Supply  Office 
700  Robbins  Avenue 
Philadelphia,  PA  19111-4098 

48.  Naval  Supply  Center-Puget  Sound 
Puget  Sound 

Bremerton,  WA  98314-5100 

49.  Naval  Supply  Center-Pearl  Harbor 
Box  300 

Pearl  Harbor,  HI  96860-5300 

50.  Defense  General  Supply  Center 
Richmond,  VA  23297-5000 
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APPENDIX  B 


DATA  CONCERNING  DEOBLIGATED  FUNDS 

The  following  are  data  received  by  the  researcher  concerning 
the  amount  of  funds  that  were  deobligated  when  the  contract 
was  closed  out. 


DATE 

CONTRACT  AMOUNT 

DEOBLIGATION 

% 

B 

10/91 

5, 886, 928 

166, 302 

2.82 

2 

10/91 

374,960 

4,735 

1.26 

3 

10/91 

4,120, 000 

102,812 

2.50 

4 

10/91 

150,368 

1,253 

0.83 

5 

09/90 

416,000, 000 

5,500, 000 

1.32 

6 

09/90 

269, 000,000 

2, 000,000 

0.74 

B 

09/90 

4, 000, 000 

25, 000 

0.63 

8 

09/90 

87, 000,000 

1,700,000 

1.95 

9 

02/89 

2, 600,000 

1,200, 000 

46.15 

10 

09/87 

800,000 

100,000 

12.50 

B 

12/90 

295, 499 

9,  606 

3.25 

12 

12/90 

493, 971 

75,463 

15.28 

B 

12/90 

224,967 

53,456 

23.76 

14 

12/90 

23, 474,675 

2,142, 894 

9.13 

15 

12/90 

3, 960, 835 

166, 614 

4.21 

iDI 

12/90 

379, 546 

15, 811 

4 . 17 

B 

03/91 

4,825, 000 

72,134 

1.50 

18 

04/91 

19, 424,304 

1 

19,749 

0.10 

19 

05/91 

445,340 

3,  936 

0.88 

20 

06/91 

9,  992 

3, 155 

31.58 

21 

08/91 

3,500,000 

90,703 

2.59 
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DATE 


CONTRACT  AMOUNT 


DEOBLIGATION 


% 


22 

06/91 

369,042 

692 

0.19 

23 

02/91 

1,531,277 

17,371 

1.13 

24 

07/91 

16, 680 

2,700 

16.67 

25 

02/89 

423,856 

1,552 

0.37 

26 

03/89 

184, 928,572 

1,490,250 

0.81 

27 

10/90 

42, 676, 983 

1,799,  676 

4.22 

28 

07/88 

26, 942, 031 

9,  663 

0.04 

29 

03/88 

7,851,099 

211,901 

2.70 

30 

03/88 

22,411,652 

737,183 

3.29 

31 

06/91 

13,141,290 

25, 000 

0.19 

32 

06/90 

4, 648,311 

2,741 

0.06 

33 

09/91 

603,751 

22,461 

3.72 

34 

08/91 

5,500,000 

1,000, 000 

18.18 

35 

07/91 

15,250 

15,250 

100.00 

36 

07/91 

10,000,000 

150, 000 

1.50 

37 

06/91 

39, 157 

30, 768 

78.58 

30 

02/91 

4,600, 000 

353, 739 

7.69 

39 

09/90 

597,724,319 

1, 943,200 

0.33 

40 

09/91 

638,433,167 

394,340 

0.06 

mm 

09/91 

531, 000,898 

3, 186, 961 

0.60 

42 

03/89 

87,499 

2,007 

2.29 

43 

03/89 

468,852 

14, 673 

3.13 

44 

03/89 

608,054 

3,570 

0.59 

45 

i 

07/89 

53,000 

20, 985 

39.59 

46 

03/89 

242,000 

69,450 

28.70 

47 

03/09 

47,228 

31,477 

66.65 
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DATE 

CONTRACT  AMOUNT 

DEOBLIGATION 

% 

48 

03/89 

164,525 

30,234 

18.38 

49 

03/89 

246, 000 

5,  841 

2.37 

50 

03/89 

456,000 

6,703 

1.47 

51 

05/89 

18,039,015 

330,512 

1.83 

52 

07/89 

18,220,007 

466, 859 

2.56 

53 

03/89 

812,027 

18,841 

2.32 

54 

05/89 

10, 004,775 

1, 163, 640 

11.63 

55 

03/89 

229, 889 

44,725 

19.46 

56 

12/88 

100,026 

5,  000 

5.00 

m 

11/88 

100, 000 

9,567 

9.57 

58 

11/88 

128,000 

3,477 

2.72 

59 

11/88 

240,000 

51,882 

21.62 

60 

11/88 

2,240, 120 

95, 381 

4.26 

61 

07/89 

315,718 

8,356 

2 . 65 

62 

11/88 

3, 850,000 

82,840 

2.15 

63 

06/89 

261,758,475 

10, 649, 100 

4.07 

TOTAL 

$3,258,234,930.00 

$37, 964,271.00 

Average  percentage  is  10.48% 
(660.49/63=10.48%) 
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A.  GENERAL  DEFINITIONS  USED  IN  TBE  CLOSEOtTT  PROCESS 

The  following  definitions  are  common  terms  used  in 
discussion  of  contract  closeout: 

1 .  Physically  Conflate  Contract 

An  important  aspect  to  understand  about  contract 
closeout  is  when  the  contract  becomes  physically  complete . 
All  closeout  activities  are  linked  to  this  date. 

The  official  definition  of  physical  completion  can  be 
found  in  FAR  4.804-4  (Exhibit  A).  It  states  that  a  contract 
is  physically  completed  when  both  the  Government  and  the 
contractor  agree  to  the  following: 

o  The  contractor  has  completed  the  required  deliveries  and 
the  Government  has  inspected  and\accepted  the  material 
(DD  Form  250  completed) ; 

o  The  contractor  has  performed  all  services  and  the 
Goverrunent  has  accepted  such  services; 

o  All  options,  if  any,  have  expired;  or, 

o  The  Government  has  given  the  contractor  a  notice  of 
complete  termination. 

2 .  Closed  Contract 

Contracts  exceeding  the  small  purchase  limitation 
(over  $25,000)  are  closed  when  the  buying  activity  contracting 
officer  signs  either  the  DD  Foinn  1594  or  PK9  (MILSCAP) 
Contract  Completion  Statement.  The  Contracting  Officer  should 
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do  this  only  after  the  contract  becomes  physically  completed 
and  all  administrative  actions  are  completed.  However,  a 
contract  should  not  be  closed  while  in  litigation,  or  an 
appeal  is  pending  before  the  ASBCA  or  GSBCA. 

3.  Jldministratively  Couplet*  Contract 

When  a  contract  is  delegated  to  a  cognizant  AGO  in  the 
field,  certain  responsibilities  go  with  the  delegation  (FAR 
42.302).  "Administratively  complete"  means  that  all  the 
actions  required  of  the  AGO  in  the  delegation  of  duties  have 
been  accomplished.  Most  AGOs  use  the  DD  Form  1597,  "Gontract 
Gloseout  Ghecklist".  However,  additional  responsibilities  may 
be  included  in  the  contract  that  are  not  on  the  form.  The  AGO 
will  also  use  another  form,  a  DD  Form  1594,  "Gontract 
Gompletion  Statement."  This  form  is  used  for  two  purposes. 
One  is  to  notify  the  Procuring  Gontracting  Officer  (PGO)  when 
the  contract  is  physically  completed  and  the  second  is  to 
inform  the  PGO  that  the  closeout  actions  have  been  completed. 

4 .  Conpletion  Statement 

A  formal  statement  by  the  contractor  stating  that  all 
supplies  and/or  services  have  been  furnished  to  the 
Government . 

5.  Quick  Closeout  Procedure  (FAR  42.708) 

The  "Quick  Gloseout  Procedure"  can  be  utilized  when 
the  contract  is  physically  complete  and  closeout  will  be 
delayed  pending  DGAA' s  final  indirect  cost  determination.  The 
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Quick  Closeout  Procedure  allows  the  ACO  to  negotiate  a 
settlement  of  indirect  costs  for  a  specific  contract  in 
advance  of  the  determination  of  final  indirect  rates.  FAR 
42.708  (Exhibit  A)  states  that  the  use  of  the  Quick  Closeout 
Procedures  can  be  utilized  when: 

o  The  contract  is  physically  complete; 

o  The  cimount  of  unsettled  indirect  cost  to  be  allocated  to 
the  contracts  is  relatively  insignificant  as  compared 
with  the  eunount  which  would  have  been  applied  if  the 
annual  rates  were  applied;  and 

o  Agreement  can  be  reached  on  a  reasoncd:>le  number  of 
allocable  dollars. 

In  a  May  1989  Memorandum  for  Distribution,  the  Office 
of  the  Assistant  Secretary  of  the  Navy  (Shipbuilding  and 
Logistics)  (ASN  (S  &  L)  )  defined  "unsettled”  to  be  those  costs 
which  are  classified  by  the  DCAA  as  "questioned”  or 
"unsupported"  for  those  years  which  have  been  audited  by  DCAA. 
For  unaudited  years,  "unsettled"  indirect  costs  are 
interpreted  to  be  unaudited  costs  allocable  to  the  contract. 

Costs  may  be  determined  "relatively  insignificant" 
when  they  do  not  exceed  either  15%  of  the  total  indirect  cost 
incurred  on  the  contract,  or  $500,000,  whichever  is  less 
[Ref.  3:p.  6118].  FAR  42.708  states  that  the  final  indirect 
costs  under  the  quick-closeout  procedure  are  final  for  the 
contract  it  covers  and  no  adjustments  shall  be  made  to  other 
contracts  for  over-  or  under-  recoveries  of  costs  allocated  or 
allocedsle  to  the  contract  covered  by  the  agreement .  In 
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addition,  indirect  cost  rates  used  in  the  cjuick  closeout  of  a 
contract  shall  not  be  considered  a  binding  precedent  when 
establishing  the  final  indirect  cost  rates  for  on  other 
contracts . 

B.  CONTRACT  CLOSEOUT  FILES 

FAR  4.801  (Exhibit  A)  states  that  each  office  performing 
contracting,  contract  administration,  or  paying  functions 
shall  establish  files  containing  the  records  of  all 
contractual  actions.  During  contract  closeout,  files  must  be 
updated  and  forms  authorizing  contract  closeout  must  be 
completed.  Each  office  must  close  out  their  file, 

1 .  Contracting  Office  Contract  File 

FAR  4.802(a)(1)  (Exhibit  A)  states  that  the 
contracting  office  contract  file  shall  document  the  basis  for 
the  acquisition  and  the  award,  the  assignment  of  contract 
administration  (including  payment  responsibilities) ,  and  any 
subsequent  actions  taken  by  the  contracting  office.  FAR  4.803 
(Exhibit  A)  states,  in  detail,  the  contents  for  the 
"contracting  office  contract  file." 

When  the  contracting  (buying)  office  delegates 
administration  to  the  Defense  Logistics  Agency  (DLA)  or 
another  agency  for  administration,  it  sets  up  the  creation  of 
two  sets  of  files  on  the  seune  contract.  The  closing  of  the 
contracting  (buying)  office  and  administration  office  contract 
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files  are  linked  together  whereas  the  paying  office  closes 
their  files  independently  of  other  files. 

2 .  Contract  Administration  Office  Fils 

FAR  4.802(a) (2)  (Exhibit  A)  states  that  the  contract 
administration  office  contract  file  shall  document  the  basis 
for  and  the  performance  of  contract  administration 
responsibilities.  In  FAR  4.803(b)  (Exhibit  A)  the  specific 
items  to  be  included  in  the  contract  administration  office 
file  are  set  forth.  This  file  is  maintained  by  the  Contract 
Administration  Office  (CAO)  for  use  in  administering  the 
contract.  During  contract  performance,  many  official  records 
may  not  be  in  the  ACO's  file  such  as;  property,  quality 
assurance,  production,  engineering,  and  purchasing  system 
information.  During  the  contract  closeout  process  these  files 
are  assembled  together  in  the  contract  administration  contract 
file . 

The  closing  of  the  buying  and  administrative  contract 
files  are  linked  together  by  one  form;  the  DD  Form  1594 
"Contract  Completion  Statement".  Although  the  buying  and 
administrative  files  are  closed  separately,  they  close  on  the 
same  date.  This  date  is  assigned  by  the  ACO .  If  the  buying 
activity  cannot  close  its  files  within  90  days  of  the 
administrative  office  date,  then  the  ACO  assigned  closeout 
date  is  superseded  by  the  PCO  assigned  dated.  It  is  important 


114 


that  the  PCO  advises  the  AGO  so  the  administrative  files  are 
not  closed/stored  and  destroyed  early. 

3.  Paying  Office  Contract  File 

FAR  4.803(c)  (Exhibit  A)  states  that  the  paying  office 
r  • _ract  file  will  contain: 

o  Copy  of  the  contract  and  any  modifications 
o  Bills,  invoices,  vouchers  and  supporting  documents 
o  Record  of  payments  and  receipts 
o  Other  pertinent  documents. 

The  finance  office  closes  its  file  independently  of  the  PCO 
and  AGO  files  and  uses  no  special  forms.  The  paying  office 
contract  file  is  closed  upon  final  payment. 

C.  PERSONNEL  INVOLVED  IN  THE  CLOSEOUT  PROCESS 

The  Procuring  Contracting  Officer  (PCO)  and  Administrative 
Contracting  Officer  (ACO)  can  be  the  same  person.  If  the  PCO 
does  not  delegate  the  administrative  functions  to  another 
agency,  s/he  will  be  the  ACO.  On  the  other  hand,  if  the  PCO 
does  delegate  the  administrative  functions  to  another  agency, 
that  agency  will  assign  an  ACO  to  the  contract. 

1 .  Procuring  Contracting  Officer  (PCO) 

The  PCO  is  the  person  who  "opens"  the  contract  by 
awarding  it  and  then  ultimately  "closes"  the  contract  at  the 
end.  The  closing  of  the  "contracting  office  contract  files" 
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can  only  be  done  at  the  buying  activity.  The  ACO 
"administratively"  closes  the  file. 

2 .  Administrative  Contracting  Officer 

The  Administrative  Contracting  Officer  (ACO)  is 
responsible  for  completing  and  initiating  the  closeout  action. 
S/He  coordinates  all  organizations  (the  contractor,  the 
requiring  activity,  DCAA,  if  applicable,  etc.)  involved  with 
the  contract  and  ensures  that  each  has  submitted  the 
appropriate  contract  completion  forms.  When  the  ACO  makes  the 
determination  that  the  contract  is  physically  and 
administratively  complete,  s/he  then,  certifies  it  and 
forwards  the  certificate  to  the  PCO  for  signature. 

D.  TIME  FRAMES  FOR  CONTRACT  CLOSURE  ACTION 

The  Government  has  established  standard  time  freunes  for 
contract  closure  action.  FAR  4.804-1  (Exhibit  A)  states  that 
the  purpose  of  these  time  frames  is  to  promote  the  timely 
closeout  of  contracts.  The  following  are  the  time  freunes  for 
contract  closeout  (after  physically  completion) ; 

Firm-Fixed-Price  contracts  6  months 

(excluding  small  purchases) 

Contracts  requiring  settlement  of  36  months 

indirect  rates 

All  other  contracts  20  months 
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E.  CONTRACT  CLOSEOUT  FLOWCHART 
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step  1 .  Review  file . 

1.  File  should  be  reviewed  prior  to  closeout. 

2.  Thirty  to  sixty  days  prior  to  either  the  final 
delivery  or  estimated  completion  date,  the  ACO  should  ensure 
that  a  comprehensive  contract  review  is  made  to  determine  any 
step  in  the  contract  closeout  process  which  can  be  initiated 
before  physical  completion  of  the  contract,  e.g.  final  patent 
or  royalty  reports,  plant  clearance,  completion  of  property 
administration.  Contract  requirements  should  be  reviewed 
immediately  to  identify  those  on  which  the  closeout  actions 
can  begin. 

Step  2.  Decision  Point:  Is  the  Contract  Physically  Cos^lete? 
(FAR  4.804-4) : 

1 .  An  important  aspect  to  understand  about  closeout  is 
when  the  contract  became  physically  complete.  All  closeout 
activities  are  linked  to  this  date. 

2.  As  soon  as  the  required  delivery  date  (or  completion 
date)  has  passed,  review  the  file  documentation  and  ensure 
that  evidence  (including  date)  of  final  inspection  and 
acceptance  has  been  received. 

3.  If  information  has  not  been  received,  forward  a  letter 
to  the  activity  responsible  for  final  inspection  and 
acceptance  requesting  closeout  information.  See  Exhibit  B  for 
sample  letter. 
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4  (a)  .  If  the  contract  is  not  physically  complete,  do  not 
closeout  the  contract. 

4 (b) .  If  the  contract  is  physically  complete,  go  to 
Step  3 . 

Step  3.  Receive/Prapare  PK9  or  DD  Form  1594  (DFAR  204-804-2) 
(Exhibit  C) : 

1.  A  DD  Form  1594,  Interim  Contract  Completion  Statement, 

4 

(Exhibit  D)  or  PK9  (Exhibit  E)  must  be  prepared  and  submitted 
to  notify  the  PCO  that  the  contract  is  physically  complete  and 
ready  to  begin  closing  out. 

2 .  Use  of  the  PK9  or  DD  Form  1594  is  dictated  by  your 
offices  directives. 

o  DD  Form  1594,  Contract  Completion  Statement 

o  PK9,  Contract  Completion  Statement,  a  MILSCAP  form  used 
the  same  way  as  a  DD  1594 . 

(Note;  These  forms  are  used  for  a  dual  purpose;  1)  Interim 
Contract  Completion  Statement  as  required  in  this  step  and  2) 
Contract  Completion  Statement  to  inform  the  PCO  when  the 
closeout  actions  are  accomplished  and  to  obtain  his  signature 
as  documentation  of  his/her  concurrence  of  the  closeout) 

In  the  preparation  of  the  DD  Form  1594,  Interim  Contract 

Completion  Statement,  Block  8,  remarks,  will  be  annotated 

"Notice  of  Physical  Completion".  Block  8  will  also  contain 

the  final  acceptance  date  and  the  typed  name  and  signature  of 

a  responsible  official  and  the  date  signed.  Blocks  9B,  9C, 

and  9D  of  the  form  will  be  left  blank. 
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St«p  4.  Decision  Point:  ^p«al.  Litigation,  Tarmination? 

1.  No  contract,  even  though  physically  competed,  can  be 
closed  out  while  it  is  in  litigation,  while  an  appeal  is 
pending  before  the  Armed  Services  Board  of  Contract  Appeals 
(ASBCA) ,  General  Services  Board  of  Contract  Appeals  (GSBCA) , 
or  until  all  termination  actions  have  been  completed. 

2(a)  .  If  the  contract  is  in  appeal,  litigation,  or  all 
termination  actions  have  not  been  completed,  do  not  closeout 
the  contract . 

2(b) .  If  the  contract  is  not  in  appeal,  litigation,  and 
all  termination  actions  have  been  completed,  go  to  Step  5. 
Step  5.  Decision  Point:  Funds  status  review. 

1 .  Accomplish  an  initial  contract  funds  status  review  to 
determine  if  there  are  any  excess  funds. 

2.  If  final  payment  information  has  not  been  received 
from  the  paying  activity,  request  the  payment  information. 
See  Exhibit  B. 

Note:  The  Final  Payment  notice  is  not  required  on  Indefinite 
Delivery  type  contracts  or  Basic  Ordering  Agreements  pursuant 
to  NAVCOMPT  Manual  Paragraph  046656.  (Exhibit  F) 

3(a)  .  If  there  are  excess  funds,  identify  and  deobligate 
them,  if  possible,  by  use  of  a  bilateral  contract  modification 
as  required  by  DFAR  243.105  (Exhibit  C)  and  NAPS  43.105  (c)  (1) 
(Exhibit  G) . 

3(b) .  If  there  are  no  excess  funds,  go  to  Step  6. 
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Stap  6 .  Follow  Datailad  Procadura  in  FAR  4 . 604-5 

1.  The  actions  stated  in  FAR  4.804-5  (Exhibit  A)  will  be 
addressed  in  Step  6(a)  through  Step  6 (p) . 

2 .  Many  of  the  procedures  and  actions  stated  in  FAR 
4.804-5  may  be  accomplished  simultaneously.  Some  procedures 
and  actions  may  not  be  required  or  applicable  and  others  may 
need  to  be  modified  to  reflect  the  extent  of  the 
administration  actually  necessary. 

3.  The  contract  clauses  must  be  checked  to  determine 
which  action  are  not  appliczd>le. 

4 .  In  order  to  complete  the  administrative  closeout 
procedures,  FAR  4.804-5,  the  ACO  utilizes  DD  Form  1597 
Contract  Closeout  Check-List  (Exhibit  H)  and  DD  Form  1593 
Contract  Administration  Completion  Record  (Exhibit  I)  . 

5.  Request  for  information  should  be  forwarded  as  soon  as 
possible  after  the  contact  is  physically  completed.  Initiate 
DD  Form  1593' s,  Contract  Administration  Completion  Record,  and 
forward  to  the  applicable  department.  The  DD  Form  1593  is 
used  to  obtain  statements  from  other  organizational  elements 
certifying  completion  of  actions  required  of  each. 

(Normally  a  single  copy  should  be  routed  in  turn  to  offices 
concerned,  but  separate  forms  may  be  routed  when  necessary, 
such  as  when  closeout  actions  are  complex  and  extensive  or 
when  offices  are  at  different  locations.) 
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6 .  Time  and  Material/Labor  Hour  type  contracts  include 
FAR  52.232-7  (Exhibit  A)  entitled  "Payment  under  Time  and 
Material  and  LadDor-Hours  contracts"  which  requires  sxibmission 
of  the  contractor' s  completion  invoice  or  voucher,  audit  by 
DCAA  of  each  payment  previously  made,  contractor's  submission 
of  final  release  and  contractor's  assignment  of  refunds, 
rebates,  credits,  etc.  prior  to  closeout.  After  all  of  the 
actions  in  FAR  4.804-5  have  been  accomplished  and  any  audit 
finding  negotiated  by  the  Contract  Administrator,  the  ACO  must 
forward  the  final/completion  voucher  to  the  Paying  Officer 
with  instructions  to  release  the  funds  withheld. 

7.  Cost  Reimbursable  Contracts  include  FAR  52.216-7 
(Exhibit  A)  entitled  "Allowable  Cost  and  Payment"  which 
requires  an  audit  by  DCAA  of  the  contractor's  proposal  for 
final  settlement  of  indirect  costs  rates,  final  voucher  or 
invoice,  contractor's  submission  of  final  release,  and 
contractor's  assignment  of  refunds,  rebates,  credits,  etc. 
prior  to  contract  closeout. 

NOTE:  In  accordance  with  FAR  42.708,  the  ACO  may  negotiate 
the  settlement  of  indirect  costs  under  quick  closeout 
procedures  if  (1)  the  contract  is  physically  complete,  (2) 
unsettled  indirect  cost  to  be  allocated  is  insignificant;  and 
(3)  agreement  can  be  reached  on  reasonable  estimate  of 
allocable  dollars. 

The  ACO  shall  initiate  a  follow-up  to  the  customer  activity, 
requesting  the  Contractor  Performance  report  (required  by  all 
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Contract  Administration  Plans)  and  any  additional  information 
required  regarding  the  status  of  the  contract. 

8.  To  simplify  the  long  process  to  closeout  a  T&M  or  cost 
type  contract,  sample  letters  to  obtain  necessary  information 
and  process  final  vouchers  for  payment  are  included  as 
Exhibits  J,  K,  L,  M,  and  N. 

Step  6 (a).  Disposition  of  classified  SAterial  is  coopleted. 

1 .  Clearance  of  this  item  is  required  on  all  contracts 
under  which  classified  documents  are  issued  to  the  contractor, 
under  which  the  contractor  generates  classified  material,  or 
has  custody  or  classified  equipment. 

2.  Submit  a  DD  Form  1593  to  the  Security  Officer  at  the 
customer  activity  for  certification  of  completion. 

3.  The  cognizant  Defense  Industrial  Security  office  shall 

be  advised  of  status/disposition  of  classified  material. 

NOTE:  A  signed  copy  of  the  DD  Form  1593,  Contract 

Administration  Completion  Record,  marked  "INFORMATION  COPY" 
must  be  sent  to  the  cognizant  Industrial  Security  Office. 

Step  6(b) .  Final  patent  report  ia  cleared. 

1.  If  the  contract  contains  a  patent  clause,  FAR  52.227- 
11  and  52.227-12  (Exhibit  A),  the  ACO  shall  initiate  a  letter 
request  for  the  submittal  of  the  final  patent  report  (DD  Form 
882,  Report  of  Inventions  and  Subcontracts) (Exhibit  O) . 

2.  The  final  patent  report  should  be  reviewed  before 
approval.  Some  commands  have  the  DD  Form  882s  forwarded  to 
legal  counsel  for  review  prior  to  acceptance. 
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NOTE:  In  the  contract  contains  the  Patent  clause,  interim 

reports  are  also  recjuired  for  each  year  for  the  life  of  the 
contract .  The  prime  contractor  is  responsible  for  obtaining 
DD  Form  882' s  for  all  sxabcontractor  involved. 

Step  6(c)  Final  royalty  report  ia  cleared. 

1.  If  the  contract  contains  a  royalty  clause  FAR  52.227-9 
(Exhibit  A)  ,  the  AGO  shall  request  that  the  contractor  provide 
docxamentation  confirming  or  denying  receipt  of  royalties  under 
the  contract . 

2.  If  royalties  have  been  paid,  insure  final  royalty 
report  has  been  submitted  and  approved. 

Step  6  (d)  .  There  is  no  outstanding  Value  Engineering  Change 
Proposal . 

If  the  contract  contains  a  Value  Engineering  clause,  FAR 
52.248-1  (Exhibit  A),  the  AGO  shall  request  that  the 
contractor  provide  a  letter  insuring  that  there  are  no 
outstanding  value  engineering  change  proposals. 

Step  6(e).  Plant  clearance  report  is  received. 

1 .  This  item  is  relevant  to  Government -owned  or  furnished 
equipment  used  in  a  manufacturing  process.  This  item  should 
be  cleared  in  accordance  with  the  provisions  of  FAR  45.6 
(Exhibit  A) . 

2.  Submit  DD  Form  1593  to  the  Plant /Property 
Administrator  for  certification  of  completion. 
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St*p  6(f).  Property  claaranc*  is  racaivad. 

1.  If  GFP  is  provided  under  the  contract,  the  contractor 
must  complete  and  submit  DD  Form  1662,  DoD  Property  in  the 
Custody  of  Contractors  (Exhibit  P) .  Completion  of  the  item 
also  required  a  determination  and  instructions  to  the 
contractor  regarding  the  disposition  of  all  GFP  not  properly 
consumed  in  performance  of  the  contract . 

2.  Submit  the  DD  Form  1593  to  the  Plant/Property 
Administrator  for  certification  of  completion. 

Step  € (g) .  All  interim  or  diaallowad  costs  are  settled. 

This  item  applies  to  C'  reimbursement  type  contracts  and  is 
coordinated  with  the  _ognizant  DCAA  office. 

Step  6(h).  Price  revision  is  conflated. 

Applies  to  contracts  containing  an  EPA  clause  or  incentive 
provisions , 

Step  6(i) .  Subcontracts  are  settled  by  the  prime  contractor 
Applies  to  contracts  which  have  been  terminated  where  the 
termination  action  involves  termination  settlement  agreements 
with  subcontractors. 

Step  6(j) .  Prior  year  indirect  cost  rates  are  settled. 

1 .  Applicable  to  cost  type  contracts . 

2 .  DCAA  negotiates  agreement  with  contractors  and 
provides  periodic  reports  upon  completion  of  this  item. 
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Stttp  6 (k) .  Termination  docket  is  coa^leted. 

1.  Applicable  only  if  the  contract  is  terminated. 

2.  The  term  "Docket”  refers  to  a  case  schedule  to  be 
presented  to  either  the  Board  of  Contract  Appeals  or  a  Court . 
Step  6  (m)  .  Contract  Audit  is  conflated . 

1 .  A  final  audit  of  indirect  rates  is  required  for  cost 
type  contracts  and  fixed  price  incentive  type  contracts,  and 
is  obtained  for  Time  and  Material /Labor  Hour  contracts  at  the 
discretion  of  the  ACO. 

2.  The  ACO  must  submit  a  request  to  DCAA  for  a  final 
audit  of  indirect  rates. 

3.  The  date  of  the  audit  is  usually  provided  within  the 
transmittal  letter  or  the  audit  itself. 

Step  €(n).  Contractor's  closing  statement  is  consisted. 

1.  Applicable  to  Cost  type  contracts. 

2.  Closing  statement  consists  of  the  following; 

a .  DCAA  audit  report 

b.  Contractor's  Assignment  of  refunds,  rebates, 
credits,  etc. 

c.  Contractor's  release  discharging  the  Government, 
its  officers,  agents,  and  employees  from  all 
liabilities,  obligations,  and  claims  arising  out 
of  or  under  the  contract . 

d.  If  applicable.  Contractor's  reservation  of  claims. 
A  reservation  of  claims  is  a  supplemental  release 
agreement  which  allows  the  contractor  the  right  to 
reserve  those  outstanding  claims  identified  for 
future  settlement. 
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3.  If  the  DCAA  Final  Audit  reveals  either  an  overpayment 
or  an  underpayment,  this  package  will  contain: 

a.  DCAA  audit  report 

b.  Contractor's  concurrence  or  disagreement 

c.  If  DCAA  audit  determines  underpayment,  package 
will  probably  contain  Contractor's  Final  Invoice 
in  amount  of  DCAA  determined  underpayment . 

If  the  contractor  disagrees  with  the  auditor's  report, 
the  ACO  will  negotiate  with  the  contractor  to  reconcile  the 
differences . 

If  the  ACO  does  not  agree  with  DCAA' s  audit  report, 
the  Procurement  Contracting  Officer  (PCO)  will  make  the  final 
determination  after  reviewing  DCAA' s  audit  report  and  the 
ACO' s  detailed  explanation  on  why  s/he  does  not  agree  with  the 
audit . 

If  the  audit  report  is  acceptable  and  the  contractor 
has  been  underpaid,  the  ACO  shall  review  the  contract  file  to 
determine  whether  sufficient  obligated  funding  remains  to  pay 
any  additional  amount  owed  on  the  contract.  Otherwise,  the 
ACO  shall  initiate  a  request  to  the  customer  activity  for  the 
additional  funding  required  to  pay  the  contractor's  final 
invoice  and  upon  receipt,  modify  the  contract  to  provide 
funding  for  payment. 

If  the  contractor  has  been  overpaid,  the  ACO  shall 
make  arrangements  in  accordance  with  agency  procedures  to 
recoup  the  overpaid  amount . 
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4 .  Any  outstanding  amounts  owed  either  to  the  contractor 
or  ^  the  contractor  must  be  resolved  prior  to  completion  of 
this  action. 

Step  6(0).  Contractor's  final  invoice  has  bean  submitted. 

1.  The  contractor's  final  voucher/invoice,  Release  and 
Assignment  Statement  and  DCAA  audit  report  are  forwarded  to 
the  Government  paying  office  by  the  AGO. 

2.  For  FFP  contracts,  only  the  final  voucher/invoice  is 
forwarded  to  the  paying  office. 

Step  6(p).  Contract  funds  review  is  coa^leted  and 
deobligation  of  any  excess  funds  is  recommended. 

The  AGO  shall  initiate  a  modification  to  deobligate  the  excess 
funds . 
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step  7 .  Is  the  DD  Form  1597  completed/cleered? 

If  the  DD  Form  1597  is  not  completed,  take  appropriate 
action  until  all  items  listed  on  the  DD  Form  1597  have  been 
completed. 

If  the  DD  Form  1597  is  completed,  go  to  Step  8. 

Step  8 .  Prepare  a  Cos^letion  OD  1594  or  PK9  (FAR  4 . 804-5  and 
DFARS  204.804-2) 

1.  The  contracting  officer  administering  the  contract 
shall  prepare  a  PK9  or  DD  Form  1594  "Contract  Completion 
Statement"  verifying  that  all  contract  actions  have  been 
completed . 

2.  The  "closing  date"  is  established  by  the  ACO  on  the  DD 
Form  1594 . 

3.  The  ACO  forwards  the  original  DD  Form  1594  to  the  PCO 

and  retains  a  signed  (by  the  ACO)  copy  of  the  DD  Form  1594  in 

the  administration  file  as  authority  to  close  the  file. 

Note:  The  ACO  sends  only  the  DD  Form  1594  and  not  the  entire 

file . 

4 .  Although  the  buying  and  administrative  files  are 
closed  separately,  they  close  on  the  same  date.  This  date  is 
assigned  by  the  ACO.  However,  if  the  buying  activity  cannot 
close  its  files  within  90  days  of  the  administrative  office 
then  the  ACO  assigned  closeout  date  is  superseded  by  the  PCO 
assigned  dated.  It  is  important  that  the  PCO  advises  the  ACO 
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so  the  administrative  files  are  not  closed/stored  and 


destroyed  early. 

Step  9.  Dispose  of  Contract  lAW  FAR  4.805. 

1.  The  final  step  in  the  contract  closeout  process  is  the 
storing  and  disposing  of  the  contract  files. 

2 .  After  the  above  actions  have  been  completed,  in 
accordance  with  DFAR5S  204.805  (Exhibit  C) ,  the  contract  file 
shall  be: 

a.  Removed  from  the  active  files; 

b.  Reviewed  to  ensure  the  file  is  complete  with  all 
original  file  copies  of  documents; 

c.  Reviewed  to  ensure  that  all  working  or  duplicate 
copies  of  documents  have  been  removed  and/or 
destroyed; 

d.  Marked  with  "Completed  (date) "  on  the  outside  of 
the  folder. 

3.  Inactive  files  shall  be  stored  and  shall  not  be  destroyed 
before  the  times  indicated  in  FAR  4.805  (Exhibit  A) . 
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SUBPART  4A— CONTRACT  FILES 

4.800  Scope  of  subpart 

This  subpan  prescribes  requirements  for  establishing, 
maintaining,  and  disposing  of  contract  files  for  all  contrac* 
tual  actions.  The  application  of  this  subpan  to  small  pur¬ 
chases  and  other  simplified  procedures  covered  by  Pan  13 
is  optional.  See  also  documentation  requirements  in 
13.106(c). 

4.801  GeneraL 

(a)  The  head  of  each  office  performing  contracting,  con¬ 
tract  administration,  or  paying  functions  shall  establish 
flies  containing  the  records  of  all  contracoial  actions. 

(b)  The  documentation  in  the  files  (see  4.803)  shall  be 
sufficient  to  constitute  a  complete  history  of  the  transaction 
for  the  purpose  of— 

(1)  I^viding  a  complete  background  as  a  basis  for 
informed  decisions  at  each  step  in  the  acquisition  pro¬ 
cess; 

(2)  Supporting  actions  taken; 

(3)  Providing  information  for  reviews  and  investiga¬ 
tions;  and 

(4)  Furnishing  essential  facts  in  the  event  of  litigation 
or  congressional  inquiries. 

(c)  The  fJes  to  be  established  include — 

(1)  A  file  for  cancelled  solicitations; 

(2)  A  file  for  each  contract;  and 

(3)  A  file  such  as  a  contractor  general  file,  containing 
documents  relating— for  example — to  (i)  no  specific 
contract,  (ii)  more  than  one  contract,  or  (iii)  the  contrac¬ 
tor  in  a  general  way  (e.g.,  contractor's  management  sys¬ 
tems,  past  performance,  or  capabilities). 

4.802  Contract  files. 

(a)  A  contract  file  should  generally  consist  of— 

(1)  The  contracting  office  contract  file,  which  shall 
document  the  basis  for  the  acquisition  and  the  award, 
the  assignment  of  contract  administration  (including 
payment  responsibilities),  and  any  subsequent  actions 
taken  by  the  contracting  oflke; 

(2)  The  contract  administration  ofTice  contract  file, 
which  shall  document  actions  reflecting  the  basis  for 
and  the  performance  of  contract  administration  respon¬ 
sibilities;  and 

(3)  The  paying  office  contract  file,  which  shall  docu¬ 
ment  actions  prerequisite  to,  substantiating,  and  reflect¬ 
ing  contract  payments. 

(b)  Normally,  each  file  should  be  kept  separately;  how¬ 
ever.  if  appropriate,  any  or  all  of  the  files  may  be  com¬ 
bined;  e.g.,  if  all  functions  or  any  combination  of  the  func¬ 
tions  are  performed  by  the  same  office. 

(c)  Files  shall  be  maintained  at  oiganizational  levels  that 
shall  ensure — 

(1)  Effective  documentation  of  contract  actions; 

(2)  Ready  accessibility  to  principal  users; 
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(3)  Minimal  establishment  of  duplicate  and  working 
files; 

(4)  The  safeguarding  of  classified  documents;  and 

(5)  Conformance  with  agency  regulations  for  file 
loc^on  and  maintenance. 

(d)  If  the  contract  files  or  file  segments  are  decentralized 
(e.g..  by  type  or  function)  to  various  organizational  ele¬ 
ments  or  10  other  outside  offices,  responsibility  for  their 
maintenance  shall  be  assigned.  A  central  control  and,  if 
needed,  a  locator  system  should  be  established  to  ensure 
the  ability  to  locate  promptly  any  contract  files. 

(e)  Contents  of  contract  files  that  ate  proprietary  or 
source  selection  information  as  defined  in  3.104-4  shall  be  | 
protected  from  disclosure  to  unauthorized  persons  (see 
3.104-5). 

4J03  Contents  of  contract  files. 

The  following  are  examples  of  the  records  normally 
contained,  if  applicable,  in  contract  files: 

(a)  Contracting  office  contract  file.  (1)  Purchase 
request,  acquisition  planning  information,  and  other  preso¬ 
licitation  (kxuments. 

(2)  Justifications  and  approvals,  determinations  and 
findings,  and  associated  documents. 

(3)  Evidence  of  availability  of  funds. 

(4)  Synopsis  of  proposed  acquisition  as  published  in 
the  Commerce  Business  Daily  or  reference  thereto. 

(5)  The  list  of  sources  solicited,  and  a  list  of  any 
firms  or  persons  whose  requests  for  copies  of  the  solici¬ 
tation  were  denied,  together  with  the  reasoris  for  denial. 

(6)  Set-aside  decision. 

(7)  Government  estimate  of  contract  price. 

(8)  A  copy  of  the  solicitation  and  ail  amendments 
thereto. 

(9)  Security  requirements  and  evidence  of  required 
clearances. 

(10)  A  copy  of  each  offer  or  quotation,  the  related 
abstract,  and  records  of  determinations  concerning  late 
offers  or  quotations.  Unsuccessful  oilers  or  quotations 
may  be  maintained  separately,  if  cross-referenced  to  the 
contract  file.  The  only  portions  of  the  unsuccessful  offer 
or  quoution  that  need  be  retained  are — 

(i)  Completed  soliciiation  sections  A,  B.  and  K; 

(ii)  Technical  and  management  pn^iosals; 

(iii)  Cost^ce  proposals;  and 

(iv)  Any  other  pages  of  the  solicitation  that  the 

offeror  or  quoier  has  altered  or  annotated. 

(11)  Contractor's  contingent  fee  representation  and 
other  certificatians  and  lepresentuions. 

(12)  Pieaward  survey  rq»ns  or  reference  to  previous 
preaward  sirvey  reports  relied  upon. 

(13)  Source  selection  documentation. 

(14)  Contracting  officer's  determination  of  the  con¬ 
tractor's  responsibility. 

(15)  Small  Business  Administration  Certificate  of 
Competency. 
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(16)  Records  of  contracior's  compliance  with  labor 
policies  including  equal  employment  qqx)ruinity  poli¬ 
cies. 

(17)  Cost  or  pricing  data  and  CettiTicates  of  Cunent 
Cost  or  Pricing  or  a  required  justification  for  waiver. 

(18)  Packaging  and  transportation  data. 

(19)  Cost  or  price  analysis. 

(20)  Audit  reports  or  reasons  for  waiver. 

Ql)  Record  of  negotiatian. 

(22)  Justification  for  type  of  contract 

(23)  Authority  for  deviations  from  this  regulation, 
sutuiory  requirements,  or  other  restrictions. 

(24)  Required  approvals  of  award  and  evidence  of 
legal  review. 

(25)  Notice  of  award. 

(26)  The  original  of  (i)  the  signed  contract  or  award, 

(ii)  all  contract  modifications,  and  (iii)  documents  sup¬ 
porting  modifications  executed  by  the  conuacting 
office. 

(27)  Synopsis  of  award  or  reference  thereto. 

(28)  Notice  to  unsuccessful  quoters  or  offerors  and 
record  of  any  debriefing. 

(29)  Acquisition  management  reports  (see  Subpan 
4.6). 

(30)  Bid.  performance,  payment,  or  other  bond  docu¬ 
ments,  or  a  reference  therein,  and  notices  to  sureties. 

(3 1 )  Repon  of  posuward  conference. 

(32)  Notice  to  proceed,  stop  orders,  and  any  overtime 
premium  approvals  granted  at  the  bme  of  award. 

(33)  Documents  requesting  and  authorizing  modifi¬ 
cation  in  the  normal  assignment  of  contract  adminisva- 
tion  functions  and  reqxmsibibty. 

(34)  Approvals  or  disapprovals  of  requests  for 
waiven  or  deviations  from  contract  requirements. 

(35)  Rejected  engineering  change  proposals.  These 
proposals  may  be  filed  separately  for  early  disposal  (see 
4.805(h)). 

(36)  Royalty,  invention,  and  copyright  reports 
(including  invention  disclosures)  or  reference  thereto. 

(37)  Contract  completion  documents. 

(38)  Documentation  regarding  termination  actions 
for  which  the  contracting  office  is  responsible. 

(39)  Cross-references  to  pertinent  documents  that  are 
filed  elsewhere. 

(40)  Any  additional  documents  on  which  action  was 
taken  or  that  reflect  actions  by  the  contracting  office 
pertinent  to  the  coniracL 

(41)  A  current  chronological  list  identifying  the 
awarding  and  successor  contracting  officers,  with  inclu¬ 
sive  dates  of  teqwnsibility. 

(42)  All  certifications  required  by  3.I04-9(eK)). 

(43)  For  contracts  and  conuact  modifications  in 
excess  of  SIOO.OOO,  a  record  of  all  persons  or  classes  of 
persons  authorized  to  have  access  to  proprietary  or 
source  selection  information  and,  to  the  maximum 


extent  practicable,  the  names  of  all  individuals  within  | 
the  class.  | 

(b)  Contract  administration  office  contract  file.  (1) 
Copy  of  the  contract  and  all  modifications,  togetha  with 
official  record  copies  of  su^Mning  documetus  executed  by 
the  contract  administration  office. 

(2)  Any  documem  modifying  the  normal  assignment 
of  contract  administration  functions  and  reqmnsibility. 

(3)  Security  requirements. 

(4)  Cost  and  pricing  dau,  Cenificates  of  Current 
Cost  or  Pricing  Data,  cost  or  price  analysis,  and  other 
documentation  supporting  contractual  actions  executed 
by  the  contract  administration  office. 

(5)  Preaward  survey  information. 

(6)  Purchasing  system  information. 

(7)  Consent  to  subcontract  or  purchase. 

(8)  Performance  and  payment  bonds  and  surety  infoS' 
mation. 

(9)  Posuward  conference  reewds. 

(10)  Orders  issued  under  the  contract. 

(11)  Notice  to  proceed  and  stop  orders. 

(12)  Insurance  policies  or  cenincates  of  insurance  or 
references  to  them. 

(13)  Documents  supporting  advance  or  progress  pay¬ 
ments. 

(14)  Progressing,  expediting,  and  production  surveil¬ 
lance  records. 

(15)  Chiality  assurance  records. 

(16)  Property  administration  records. 

(17)  Documenution  regarding  termination  actions 
for  which  the  contract  administration  office  is  responsi¬ 
ble. 

(18)  Cross  reference  to  other  pertinent  documents 
that  are  filed  elsewhere. 

(19)  Any  additional  documents  on  which  action  was 
taken  or  that  reflect  actions  by  the  contract  administra¬ 
tion  office  pertinent  to  the  contract. 

(20)  Contract  completion  documents. 

(c)  Paying  office  contract  file.  (1)  Copy  of  the  contiaa 

and  any  modifications.  , 

(2)  Bills,  invoices,  vouchers,  and  supimrting  docu-  I 

ments.  j 

(3)  Record  of  payments  or  receipts.  | 

(4)  Other  pertinent  documents. 

4,804  Ckwcout  of  contract  files. 

4.804>1  Closeout  by  the  office  administering  the 
contract 

(a)  Except  as  provided  in  paragraph  (c)  below,  time 
standards  for  closing  out  contract  files  are  as  foUows: 

(1)  Small  purchase  files  should  be  considered  closed 
when  the  conoacting  officer  receives  evidence  of  receipt 
of  property  and  final  payment  unless  otherwise  speci¬ 
fied  by  agency  regulation. 
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(2)  Files  for  tU  rirai-nxed-price  contracts  other  than 
small  purchases  should  be  closed  within  6  months  of  the 
month  in  which  the  contracting  officer  receives  evi¬ 
dence  of  physical  completion. 

(3)  Files  for  contracts  requiring  settlement  of  indirect 
cost  rates  should  be  closed  within  36  months  of  the 
month  in  which  the  contracting  officer  receives  evi¬ 
dence  of  physical  completion. 

(4)  Files  for  all  other  contracts  should  be  closed  with¬ 
in  20  months  of  the  month  in  which  the  contracting  offi¬ 
cer  receives  evidence  of  physical  completion. 

(b)  When  closing  out  the  contract  files  at  4.804-l(aX2). 

(3),  and  (4).  the  concacting  officer  shall  use  the  closet 
procedures  at  4.804-S.  However,  these  closeout  actions  may 
be  modified  to  reflect  the  extent  of  administration  that 
has  been  performed.  Quick  closeout  procedures  (see 
42.708)  shMld  be  used,  when  appropriate,  to  reduce  admin¬ 
istrative  costs  and  to  enable  deobligation  of  excess  funds. 

(c)  A  contract  file  shall  not  be  closed  if  (1)  the  contract 
is  in  litigation  or  under  appeal,  or  (2)  in  the  case  of  a  termi¬ 
nation,  all  termination  actions  have  not  been  completed. 

4  J04-2  Closeout  of  the  contracting  office  files  if  another 
office  administers  the  contract 

(a)  Small  purchase  files  should  be  considered  closed 
when  the  contracting  officer  receives  evidence  of  receipt  of 
property  and  final  payment  unless  otherwise  specified  by 
agency  regulatioa 

(b)  All  other  contract  files  shall  be  closed  as  soon  as 
practicable  after  the  contracting  officer  receives  a  contract 
completion  sutement  from  the  contract  administration 
office.  The  contracting  officer  shall  ensure  that  all  contrac¬ 
tual  actions  required  have  been  completed  and  shall  pre¬ 
pare  a  sutement  to  that  efTecL  This  statement  is  authority 
to  close  the  contract  file  and  shall  be  made  a  part  of  the 
official  contract  file. 

4-804-3  Closeout  of  paying  office  contract  files. 

The  paying  office  shall  close  the  contract  file  upon 
issuance  of  the  fuial  payment  voucha. 

4  J04-4  PhyskaDy  completed  contracts. 

(a)  Except  as  provid^  in  paragraph  (b)  below,  a  con¬ 
tract  is  considered  to  be  physic^y  complet^  when — 

(1) (i)  The  contractor  has  completed  the  required 
deliveries  and  the  Government  has  inspected  and 
accepted  the  supplies; 

(ii)  The  contractor  has  performed  all  services  and 
the  Government  hat  accepted  these  services;  and 

(iii)  All  option  provisions,  if  any,  have  expired;  or 

(2)  The  Government  has  given  the  contractor  a  notice 
of  complete  contract  termination. 

(b)  Facilities  contracu  and  renul,  use,  and  storage 
agreements  are  considered  to  be  physically  completed 
when — 
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(1)  The  Government  has  given  the  contractor  a  notice 
of  complete  contract  termination;  or 

(2)  The  contract  period  has  expired. 

4.S04-5  Detailed  procedures  for  closing  out  contract 
files. 

(a)  The  oflke  administerirtg  the  contract  is  responsible 
for  initialing  (automated  or  manual)  administrative  close¬ 
out  of  the  contract  after  receiving  evidence  of  iu  physical 
completion.  At  the  outset  of  this  prxxess,  an  initio  contract 
funds  sutus  review  shall  be  accomplished,  and  where 
appropriau,  excess  funds  identified  to  the  contracting 
office.  When  complete,  the  administrative  closeout  proce¬ 
dures  shall  ensure  that — 

(1)  Disposition  of  classified  material  is  completed; 

(2)  Final  patent  report  is  cleared; 

(3)  Final  royalty  report  is  cleared; 

(4)  There  is  no  outstanding  value  engineering  change 
proposal; 

(5)  Plant  clearance  report  is  received; 

(6)  Property  clearance  is  received; 

(7)  All  interim  or  disallowed  costs  art  settled; 

(8)  Price  revision  is  completed; 

(9)  Subcontracts  are  settled  by  the  prime  contractor, 

(10)  Prior  year  indirect  cost  rates  are  seuled; 

(1 1)  Termination  docket  is  completed; 

(12)  Contract  audit  is  completed; 

(13)  Contractor's  closing  sutement  is  completed; 

04)  Contractor's  final  invoice  has  been  submitted; 

and 

(IS)  Contract  funds  review  is  completed  and  deobli¬ 
gation  of  any  excess  funds  is  recommended. 

(b)  When  the  actions  in  paragraph  (a)  above  have  been 
verified,  the  contracting  officer  administering  the  contract 
shall  ensure  that  a  contract  completion  statement,  contain¬ 
ing  the  following  information,  is  prepared: 

(1)  Contract  administration  o^ice  name  and  address 
(if  different  from  the  contracting  office). 

(2)  Contracting  office  name  and  address. 

(3)  Contract  number. 

(4)  Last  modification  number. 

(5)  Last  call  or  order  number. 

(6)  Contractor  name  and  uldress. 

(7)  Dollar  amount  of  excess  funds,  if  any. 

(8)  Msucher  number  and  dau,  if  final  payment  has 
been  made. 

(9)  Invoice  number  and  dau,  if  the  final  approved 
invoice  has  been  forwarded  to  a  disbursing  office  of 
anoiha  agency  or  activity  and  the  status  of  the  payment 
is  unknown. 

(10)  A  satement  that  all  required  coniraa  adminis¬ 
tration  actions  have  been  fully  and  aatisfaciorily  accom¬ 
plished. 

(11)  Name  and  signature  of  the  contracting  officer. 

(12)  Dau. 
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(c)  When  the  statement  is  completed,  the  contracting 
officer  shall  ensure  that — 

(1)  The  signed  original  is  placed  in  the  ccmtracting 
office  contract  file  (or  forwarded  to  the  conuaciing 
office  for  placement  in  the  files  if  the  contract  adminis¬ 
tration  office  is  different  from  the  contracting  office); 
and 

(2)  A  signed  copy  is  placed  in  the  appropriate  con¬ 
tract  administration  file  if  administration  is  performed 
by  a  contract  administration  office. 

4.80S  Disposal  of  contract  files. 

Agencies  shall  prescribe  procedures  for  the  handling, 
storing,  and  disposing  of  contract  files.  However,  such  pro¬ 
cedures  shall  include  provisions  that  the  documents  speci¬ 
fied  below  shall  not  be  destroyed  before  the  times  indicat¬ 
ed: 


Documeni 

(a)  Recoidi  peitiinini  to  excep¬ 
tions  or  protests,  cUtms  for  or 
«|ainsi  the  Liruted  Sutes,  utvesu- 
getions.  cetes  pending  or  in  liQge- 
Uon,  or  suTulxr  matien. 


(b)  Signed  originxls  of  (I)  con¬ 
tracts  end  (2)  modiTiciuons  there¬ 
to. 

(c)  Reserved. 

(d)  Signed  onginels  of  justiTici- 
lions  and  approvals  and  deiertru- 
niuon  and  findings  required  b> 
Part  6,  and  copies  of  supporting 
documotts  and  dau. 

(e)  Signed  originals  of  small 
purchases  end  modifications 
thereto  and  contirucuon  contneu 
under  S2,000. 

(f)  All  unsuccessful  offen  or 
quouuont  that  peruin  to  ecntracu 
below  the  appropnaie  email  pur- 
chaic  Imuution  in  Pan  13. 


(g)  Contract  lUius  (progress¬ 
ing).  expediting,  and  producuon 
aurveUlancc  rccordi. 

(b)  Rejesxcd  ansinecring  change 
priipoaaU. 

(i)  Labor  conipbtnce  records, 
including  equal  employmeni 
apfonmity  itcorda. 

(j)  Ooeutnanu  petuining  gener¬ 
ally  to  the  oontnetor  as  detchbed 
at  4.101(c)(3). 


Retention  Period 

L'ntil  final  clearance  or  tettle- 
meni.  or  until  the  retention  peri¬ 
od  otherwise  specified  for  the 
documeni  in  paragraphs  (b) 
through  (n)  below  it  completed, 
whichever  is  later. 

6  years  and  3  months  after  final 
payment. 


6  years  and  3  months  after  final 
paymeni. 


3  years  afier  rinaJ  paymeni 


Retain  1  year  after  date  of 
award  or  until  final  payment, 
whichever  is  laier;  but  if  the 
contracting  officer  determines 
that  the  filet  have  future  va.ue 
to  the  Covemmeni,  retain  as 
long  at  advisable. 

6  monihi  after  ruial  paymenc 


6  months  after  Tinal  paymenL 


3  yean  after  fuial  paymeni. 


Until  superseded  or  obsolete 
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Doonnent 

(k)  Raoorda  or  docamenu  other 
llm  tboac  in  paregopbs  4.gOS(a)- 
(l)  above  pertaining  to  contracts 
Mow  the  appropriate  small  pur- 
chaac  Hmuaticui  in  Pan  13. 

0)  Raoorda  or  documcau  other 
than  tboac  in  pangrapht  4.8QS(a)- 
(k)  above  pcitaiaing  to  oontrtas 
above  the  approptiaic  email  pur- 
fhair  bmitalioa  in  Pan  13. 

Cb)  Ftlei  for  cinceBed  aaiidia- 
liaas(Mc4.l01(cXI)). 

(d)  Solicited  and  unsolicited 
laisuccetiful  offen  nd  qisoutiont 
above  the  appropriate  small  pur¬ 
chase  limititsan  in  Pan  13. 

(1)  When  filed  separately  froni 
ooiuna  case  fUes. 

(2)  When  filed  with  contract 
cese  files. 


Retention  Kriod 
1  year  after  fatal  payment. 

6  years  and  3  aaondsi  alter  final 
peyment 

5  yean  after  canccUauan. 


Until  contract  completion  dase. 

6  years  and  3  monihi  after  ftoe 
payment. 


subpart  4.9— information  REPORTING  TO 
THE  INTERNAL  REVENUE  SERVICE 

4.900  Scope  of  subpart. 

This  subpan  provides  policies  and  procedures  applica 
ble  to  contract  and  pay  men  information  reporting  to  thi 
Internal  Revenue  Service  (IRS). 

4.901  Dennitions. 

’“Common  parent,"  as  used  in  this  subpan,  means  Ota 
corporate  entity  that  owns  or  controls  an  afliliatcd  group  o 
corporations  that  Tiles  its  Federal  income  tax  returns  on  . 
consolidated  basis,  and  of  w  hich  the  ofTeror  is  a  member. 

“Corporaie  status,"  as  used  in  this  subpan,  means  a  des 
ignation  as  lo  whether  ihe  offeror  is  a  corporaie  enti^,  c 
unincorporated  entity  (e.g.,  sole  proprietorship  or  partnei 
ship),  or  a  corporation  providing  medical  and  health  car 
services. 

Taxpayer  IdeniiTicaiion  Number  (TIN),"  as  used  in  ihi 
subpan,  means  the  number  required  by  the  IRS  to  be  use 
by  the  offeror  in  reponing  income  tax  and  other  returns. 

4.902  General. 

(a)  26  U.S.C.  6041  and  6041A,  as  implemented  in  2 
CFR,  in  part,  require  payors,  including  Federt 
Government  agencies,  to  repon  to  the  IRS  payments  mad 
to  certain  contractors. 

(1)  The  following  payments  are  exempt  from  ih. 
reporting  requirement: 

(i)  Payments  to  corporations.  However,  pa] 
ments  to  corporations  providing  medical  and 
care  services  or  engaged  in  the  billing  and  coUectic 
of  payments  for  such  services  are  not  exempted. 

(ii)  Payments  for  bills  for  merchandise,  telegram 

4- 


903 


telephone,  fireight,  storage,  and  similar  charges. 

(iii)  Payments  of  income  required  to  be  reported 
on  an  IRS  Form  W-2  (e.g.,  contracts  for  personal  ser¬ 
vices). 

(iv)  Payments  to  a  hospital  or  extended  care  facil¬ 
ity  described  in  26  CFR  S0I(c)(3)  that  is  exempt 

taxation  under  26  CFR  S01(a). 

(v)  Payments  to  a  hospital  or  extended  care  facili¬ 
ty  owned  and  operated  by  the  United  Sutes,  a  state, 
the  District  of  Columbia,  a  possession  of  the  United 
States,  or  a  political  subdivision.  agetKy,  or  instru¬ 
mentality  of  any  of  the  foregoing. 

(vi)  Payments  for  any  contract  with  a  suie,  the 
District  of  Columbia,  a  possession  of  the  United 
States,  or  a  political  subdivision,  agency,  or  instru¬ 
mentality  of  any  of  the  foregoing. 

(2)  The  following  information  is  required  to  provide 
reports  to  IRS: 

(i)  Name,  address,  and  TIN  of  contractor. 

(ii)  Corporate  status  (see  4.901). 

(b)  26  U.S.C.  6050M,  as  implemented  in  26  CFR, 
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requites  heads  of  Federal  Executive  agencies  to  report 
the  IRS  the  following  information  for  certain  contrKts 
excess  of  S25.000; 

(1)  Name,  address,  and  TIN  of  contractor. 

(2)  Name  and  TIN  of  common  parent  (if  any). 

(3)  Date  of  the  contract  action. 

(4)  Amount  obligated  on  the  contract  action. 

(5)  Estimated  contract  completion  date. 

4.903  Procedures. 

The  information  repotted  to  the  IRS  under  4.902(b)  will 

be  transmitted  using  the  Federal  Procurement  Data  System 
(see  Subpart  4.6  and  implementing  instructions). 
Requirements  concerr^ing  information  to  be  transmitted  to 
paying  olTices  are  specified  in  4.203. 

4.904  Solicitation  provision. 

The  conuacting  officer  shall  insert  the  provision  at 
S2.204-3.  Taxpayer  Identification,  in  all  soliciuiions, 
unless  the  TIN  of  each  offeror  has  previously  been 
obtained  and  is  known. 
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42.708  Quick-doscoul  procedure. 

(a)  The  contracting  officer  responsible  for  contract 
closeout  may  ttegodate  the  sealement  of  indirect  costs  for  a 
specific  contract,  in  advance  of  the  determination  of  final 
indirect  cost  rates,  if — 

(1)  The  contract  is  physically  complete; 

(2)  The  amount  of  unsettled  indirect  cost  to  be  allo¬ 
cated  to  the  contract  is  relatively  insignificant;  and 

(3)  Agreement  can  be  reached  on  a  reasonable  esti¬ 
mate  of  allocable  dollars. 

(b)  Determinations  of  final  indirect  costs  under  the 

quick-closeout  procedure  provided  for  by  the  Allowable 
Cost  and  Payment  clause  at  S2.216-7  or  S2.216-13  shall  be 
final  for  the  contract  it  covers  and  no  adjustment  shall  be 
made  to  other  contracts  for  over-  or  under-recoveries  of 
costs  allocated  or  allocable  to  the  contract  covered  by  the 
agreement  i 

(c)  Indirect  cost  rates  used  in  the  quick  closeout  of  a ' 
contract  shall  not  be  considered  a  binding  precedent  whenj 
establishing  the  final  indirect  cost  rates  for  other  contracts. 
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PART  45-GOVERNMENT  PROPERTY _ 4SM1 


SUBPART  45.6-REPORTING,  REDlSTRIBUnON, 
AND  DISPOSAL  OF  CONTRACTOR  INVENTORY 

45.600  Scope  of  mbpoit. 

This  subport  estoblishes  policies  and  procedures  for  the 
reporting,  redistribution,  and  di^iosal  of  Govemment 
property  excess  to  contracts  and  of  property  that  forms  the 
basis  of  a  claim  against  the  Government  (e.g.,  termination 
inventory  under  fixed-price  contracts).  This  subpan  does 
not  apply  to  the  dispel  of  real  property  or  to  property 
for  which  the  Government  has  a  lien  or  title  sdely  as  a  resuh 
of  advance  or  progress  payments  that  have  been  liquidated. 

45.601  Deflnhioiis. 

“Comiiwn  item,”  as  used  in  this  subpan,  means  material 
that  is  conunon  to  the  applicable  Government  contract  and 
the  contractor's  other  work. 

“Contractor-acquired  pn^rty”  (see  45.101). 

“Contractor  inventory,"  as  used  in  this  subpan,  means- 

fa)  Any  property  acquired  by  and  in  the  possession  of 
a  contractor  or  subcontractor  under  a  contract  for  which 
title  is  vested  in  the  Government  and  which  exceeds  the 
amounts  needed  to  complete  full  performance  under  the  en¬ 
tire  contract; 

(b)  Any  property  that  the  Government  is  obligated  or  has 
the  option  to  take  over  under  any  type  of  contract  as  a  result 
either  of  any  changes  in  the  ^wcifications  or  plans 
thereunder  or  of  the  termination  of  the  contract  (or  subcon¬ 
tract  thereunder),  before  comfrietion  of  die  work,  for  the 
convenience  or  at  die  option  of  the  Government;  and 

(c)  Government-furnished  property  that  exceeds  the 
amounts  needed  to  complete  foil  performance  under  the  en¬ 
tire  contract. 

"Government-fornished  property”  (tee  45.101). 

“Government  property”  (tee  45.101). 

“Line  item,"  as  used  in  this  subpart,  means  a  tingle  line 
entry  on  a  reporting  form  that  indicates  a  quantity  of 
property  having  the  tame  detcription  and  condition  code 
from  any  one  contract  at  any  one  reporting  location. 

“Pertonal  property,"  at  uted  in  ihit  tnbpart,  means 
property  of  any  kind  or  interest  in  it  except  real  ptop- 
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eny,  records  of  the  Federal  Govenunent,  and  naval  vessels 
of  the  following  categories:  battleships,  cruisers,  aircraft 
carriers,  destroyers,  and  submarines. 

“Plant  clearance,”  as  used  in  this  subpart,  means  all  ac¬ 
tions  relating  to  the  screening,  redistribution,  and  disposal 
of  contractor  inventory  from  a  contractor's  plant  or  work 
site.  The  term  “contractor’s  plant"  includes  a  contractor- 
operated  Govemment  facility. 

“Plant  clearance  ofRcer,”  as  used  in  this  subpart,  means 
an  authorized  representative  of  the  contracting  officer 
assigned  responsibility  for  plant  clearance. 

“Plant  clearance  period,"  as  used  in  this  subpan.  means 
the  period  begiiming  on  the  effective  date  of  contract  com¬ 
pletion  or  termination  and  ending  90  days  (or  such  longer 
period  as  may  be  agreed  to)  after  receipt  by  the  contracting 
officer  of  acceptable  inventory  schedules  for  each  property 
classification.  The  final  phase  of  the  plant  clearance  period 
means  that  period  after  receipt  of  acceptable  inventory 
schedules. 

“Plant  equipment”  (see  4S.101). 

“Precious  metals,”  as  used  in  this  subpan,  means  un¬ 
common  and  highly  valuable  metals  characterized  by  their 
superior  resistance  to  corrosion  and  oxidation.  Included  are 
silver,  gold,  and  the  platinum  group  metals— platinum, 
palladium,  iridium,  osmium,  rhodium,  and  ruthenium. 

“Property  administrator”  (see  4S.S01). 

“Public  body"  means  any  Sute,  Territory,  or  posses¬ 
sion  of  the  United  Sutes,  any  political  subdivision  thereof, 
the  District  of  Columbia,  the  Commonwealth  of  Pueno 
Rico,  any  agency  or  instrumentality  of  any  of  the  forego¬ 
ing,  any  Indian  tribe,  or  any  agency  of  the  Federal 
Govemment. 

“Real  property”  (see  45.101). 

"Reportable  property,”  as  used  in  this  subpan,  means 
contractor  inventory  that  must  be  reported  for  screening  in 
accordance  with  this  subpan  before  disposition  as  surplus. 

“Reporting  activity,”  as  used  in  this  subpan,  means  the 
Govemment  activity  that  initiates  the  Standard  Form  120, 
Repon  of  Excew  Personal  Property  (or  when  accepuble 
to  GSA,  by  data  processing  output). 

“Salvage”  (see  43.301). 

“Scrap”  (see  43.301). 

“Screening  completion  date,”  as  used  in  this  subpan, 
means  the  date  on  which  all  screening  required  by  this  sub- 
pan  is  to  be  completed.  It  includes  screening  within  the 
Govemment  and  the  donation  screening  period. 

“Serviceable  or  usable  property,"  as  used  in  this  sub¬ 
pan,  means  property  diat  hat  a  reasonable  prospect  of  use 
or  sale  either  in  its  existiag  form  or  after  minor  repairs  or 
alurations. 

“Special  test  equipment”  (see  43.101). 

“Special  toolii«”  (aee  43.101). 

“Sutplut  property,”  as  used  in  tUs  tiibpan.  meant  con¬ 
tractor  inventory  not  required  by  any  Federal  agency. 

"Suiplus  Release  Date  (SRD),”  at  used  in  this  tubpan, 
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means  the  date  on  which  screening  of  personal  property  for 
Federal  use  is  conqrleted  and  the  property  is  not  needed 
for  any  Federal  use.  On  that  date,  property  surplus 

and  is  eligible  for  donation. 

“Termination  inventory,”  as  used  in  this  subpart,  m^nc 
any  property  purchased,  supplied,  manufoctured,  furnished, 
or  otherwise  acquired  for  the  performance  of  a  contraa 
subsequently  terminated  and  properly  allocable  to  the  ter¬ 
minated  portion  of  the  contract,  b  includes  (jovemment- 
fomished  property.  It  does  not  include  any  focilities. 
material,  special  test  equipment,  or  special  tooling  that  are 
subject  to  a  separate  contract  or  to  a  qrecial  contract  re¬ 
quirement  governing  their  use  or  disposition. 

“Work-in-process”  (see  45.501). 

45.602  Reserved. 

45.603  Disposal  methods. 

An  agency  may  exercise  iu  rights  to  require  delivery  of 
any  contractor  inventory.  If  the  agency  d^  not  exercise 
these  rights,  the  contractor  inventory  shall  be  disposed  of 
by  one  of  the  following  methods  in  the  priority  indicated: 

(a)  Purchase  or  retention  at  cost  by  prime  contractor  or 
subcontractor  of  contractor-acquired  property  (see 

45.605- 1). 

(b)  Return  of  contractor-acquired  property  to  suppliers 
(see  45.605-2). 

(c)  Use  within  the  Government  through  the  use  of 
prescribed  screening  procedures  (see  45. 608). 

(d)  Donation  to  eligible  donees  (see  45.609). 

(e)  Sale  (including  purchase  or  retention  at  less  than  cost 
by  the  prime  contractor  or  $ubcontractor)(see  45.610). 

(f)  Donation  to  public  bodies  in  lieu  of  abandonment  (see 
45,611). 

(g)  Abandonment  or  destruction  (see  45.611). 

45.604  Rcstrictfoos  on  purchase  or  retention  of  con¬ 
tractor  inventory. 

A  contractor's  or  subcontractor’s  authority  to  purchase, 
retain,  or  dispose  of  contractor  inventory  is  subjea  to  any 
contract  provisions  and  to  applicable  Government  restric- 
tioos  on  the  disposition  of  property  dial  is  classified  for 
security  reasons,  possesses  military  offensive  or  defensive 
characteristics,  or  is  dangerous  to  public  health,  safety,  or 
welfare. 

45.605  Contractor-acquired  property. 

45.605- 1  Purchase  or  retention  at  cost. 

(a)  The  plan'  ’earance  officer  shall  encourage  oonirac- 
im  to  purclu  or  retain  contractor-acquired  property 
at  cost.  However,  the  contractor  shall  not  include  any 
pan  of  the  cost  of  property  purchased  or  retained 
in  any  claim  for  reimburseinem  against  the  Govemment. 
Under  cost-reimbursement  conuacts.  appropriate 
adjuso  ents  shall  be  made  for  previously  reiihburted 
costs.  Alhen  the  property  is  for  use  on  a  continuing 
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or  otherwise  acquired  for  the  performance  of  a  contract 
tubsequendy  terminaied  and  properly  aUocable  to  the  ter¬ 
minal^  portion  of  the  contract  It  includes  Govenunent- 
fiimished  property.  It  does  not  include  any  facilities,  mate¬ 
rial,  special  test  equq>ment.  or  special  tooling  that  are  sub¬ 
ject  to  a  teptntt  contract  or  to  a  special  contract  require¬ 
ment  governing  their  use  or  disposition. 

nVork-in-process"  (see  45.501). 

45.602  Reserved. 

45.603  Disposal  methods. 

An  agency  may  exercise  its  rights  to  require  delivery  of 
any  contractor  inventory.  If  the  agency  does  not  exercise 
ih^  rights,  the  contractor  inventory  shall  be  disposed  of 
by  one  of  the  following  methods  in  the  priwity  indicated; 

(a)  Purchase  or  retention  at  cost  by  prime  contractor  or 
subcontractor  of  contractor-acquired  property  (see  45.605- 
1). 

(b)  Return  of  contractor-acquired  property  to  mppliers 
(sec  45.605-2). 

(c)  Use  within  the  Government  through  the  use  of  pre¬ 
scribed  screening  procedures  (see  45.608). 

(d)  Donation  to  eligible  donees  (see  45.609). 

(e)  Sale  (including  purchase  or  retenbon  at  less  than  cost 
by  the  prime  contractor  or  subcontractor)(see  45.610). 

(0  Donauon  to  public  bodies  in  lieu  of  abandonment 
(sec  45.611). 

(g)  Abandonment  or  destruction  (see  45.61 1). 

45.604  Restrictions  on  purchase  or  retention  of 

contractor  inventory. 

A  conoactor’s  or  subcontractor's  authority  to  purchase, 
retain,  or  dispose  of  contractor  inventory  is  subject  to  any 
contract  provisions  and  u>  applicable  Government  restne- 
bons  on  the  disposibon  of  property  that  is  classified  for 
security  reasons,  possesses  military  olTensive  or  defensive 
characiensucs,  or  is  dangerous  to  public  health,  safety,  or 
welfare. 

45.605  Contractor-acquired  property. 

45.605-1  Purchase  or  retention  at  cost. 

(a)  The  plant  clearance  officer  shall  encourage  ccmtrac- 
lors  to  purchase  or  retain  contractor-acquired  pre^ny  at 
cost.  However,  the  contractor  shall  not  include  any  part  of 
the  cost  of  pre^rty  purchased  or  retained  in  any  claim  for 
reimbursement  against  the  Government.  Under  cosi^m- 
bunemeni  connacts,  appropriate  adjustments  shall  be  made 
for  previously  reimbur^  costs.  When  the  property  is  for 
use  on  a  continuing  Government  contract  or  commercial 
opereoon,  handling  and  nnqionaiion  charges  may  be  con¬ 
sidered  an  allowable  cost  (included  in  the  contractor’s  set- 
demeni  proposal  as  “other  costs”  in  the  case  of  a  termina¬ 
tion),  provided  that  the  charges  are  reasonable. 

(b)  If  a  contractor  purchases  or  retains  contractor  inven¬ 


tory  for  use  on  a  continuing  Government  comract  that  is 
subsequently  terminated,  the  property  shall  be  aUocaied  to 
the  continuing  contract,  even  though  its  purchase  would 
otherwise  constitute  undue  anticipation  of  production 
schedules.  If.  as  a  result  of  the  purchase  or  retention  of 
property  from  a  terminated  contract  for  ate  on  other 
Govenunem  contracts,  the  contractor  terminates  subcon¬ 
tracts  under  the  other  Government  contracts,  reasonable 
tennination  charges  of  the  subcontracts  may  be  included  as 
an  allocable  cost  under  the  contract  that  generated  the 
excess  property. 

45405-2  Retura  to  suppliers. 

The  piam  clearance  oCTica  shall  encourage  contractors 
to  return  allocable  quantities  of  contractor-acquired  proper¬ 
ty  to  siqrpliers  for  full  credit  less  either  the  siqrplier's  oor- 
mal  restocking  charge  or  25  pereent  of  the  cost,  whichever 
is  less.  Contractors  may  be  reimbursed  for  reasonable 
transponation,  handling,  and  restocking  charges,  but  not 
for  die  cost  of  the  returned  property.  Under  cost-reimburse¬ 
ment  contracts,  appropriate  adjustments  shall  be  made  for 
costs  previously  reimbursed.  A  contractor's  property  con¬ 
trol  system  shall  include  procedures  to  ensure  property  is 
returned  to  the  supplier  for  appropriate  credit  whenever 
feasible. 

45405-3  Cost-reimbursement  contracts. 

Under  cost-reimbursement  contracts,  propeny  pur¬ 
chased  or  retained  by  the  contractor  or  reuirned  to  siqipliers 
shall  not  be  reported  on  inventory  schedules.  The  cognizant 
contract  administration  office,  in  coordination  with  the 
cognizant  auditor,  shall  periodically  review  such  transac¬ 
tions  to  protect  the  Government's  interests. 

45406  Inventory  schedules. 

45406-1  Submission. 

(a)  When  propeny  is  no  longer  needed  to  perfonn  the 
contract,  the  contractor  shall  prepare  inventory  schedules  in 
accordance  with  the  contract  and  instructions  from  the 
plant  clearance  ofTicer  and  shall  promptly  submit  the 
Khedules  to  the  cognizant  contract  administration  oBice. 
Detailed  instructions  and  requirements  governing  preparing 
and  submitting  inventory  schedules  are  contained  in 
45.606-5.  Agencies  may  use  special  inventory  Khedules 
for  intra-agency  screening  of  particular  categories  of  oon- 
ncior  inventory  (e.g.,  plant  equipment  of  S5X100  or  more). 
Such  schedules  may  also  be  used  for  screening  with  odier 
Federal  agencies  after  coordination  with  GSA. 

(b)  The  certificate  on  the  inventory  schedule  must  be 
executed  when  connetor  inventory  is  leponed.  The  per¬ 
son  signing  the  certiricate  must  have  autb^ty  lo  oonnciu- 
aliy  obligate  the  conUKtor.  The  prime  conncior  shall 
execute  this  ceniTicaie,  except  that  for  subconncior  lenni- 
nation  inventory  the  subconncior  shall  exKute  the  cotiTi- 
cate. 
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ASM^l  ComiDiM  itcak 

Tite  oootnctor’s  invemory  schedules  shall  not  include 
any  items  that  the  contnctor  can  reasonaUy  use  on  other 
work  without  financial  lots.  However,  the  schedules  shall 
include  oommon  items  qmcified  by  the  contracting  officer 
for  delivery  id  the  Government  or  which  ate  Govenunent- 
fumished  property. 

45j<04-3  Acceptance. 

(a)  Within  15  days  after  receipt  of  inventory  schedules, 
the  plant  clearance  officer  shall  review  them,  determine 
their  acceptability,  and  request  the  contractor  to  correct  any 
inadequate  listings.  Inventory  schedules  should  not  be 
rejected  if  the  informatiao  is  a^uate  for  disposal  ptipos- 
es.  even  if  complete  cost  dau  on  work-in-process  are  not 
available.  Rejection  shall  be  limited,  when  possible,  to  spe¬ 
cific  items  and  shall  not  necessarily  render  the  entire 
schedule  iBUCcq>table.  If  substaruial  errors  are  discovered 
that  were  not  apparent  on  termination  inventory  schedules 
previously  found  acceptable,  the  final  phase  of  a  plant 
clearance  period  shall  not  begin  until  corrected  schedules 
have  been  submitted,  unless  the  plant  clearance  officer 
determines  otherwise. 

(b)  The  plant  clearance  officer,  with  the  assistance  of 
other  Government  personnel  as  necessary,  shall  verify 
that  (1)  the  inventory  is  present  at  the  location  indicated. 

(2)  the  inventory  is  allocabie  to  the  contract,  (3)  the  quan¬ 
tity  and  condition  are  correctly  suted,  and  (4)  the  contrac¬ 
tor  has  endeavored  to  divert  items  to  other  woik.  The  ver¬ 
ification  may  be  recorded  on  SF  1423,  Inventory 
Verification  Survey.  The  plant  clearance  officer  shall 
require  the  contractor  to  promptly  correct  any  discrepan¬ 
cies  on  the  inventory  sch^ule  or  resubmit  the  schedule  as 
necessary. 

45.604U  Witbdrawab. 

If,  before  final  disposition,  the  conuactor  becomes 
aware  that  any  items  of  contractor-acquired  property  listed 
in  the  inventory  schedules  are  usable  on  other  work  with¬ 
out  financial  loss,  the  contractor  shall  purchase  the  items  or 
retain  them  at  cost  and  amend  the  inventory  schedules  and 
claim  accordingly.  Upon  notifying  the  plant  clearance  offi¬ 
cer.  the  contractor  may  puich^  or  retain  at  cost  any  other 
items  of  property  included  in  the  inventory  sch^ules. 
Withdrawal  of  any  Government-furnished  property  is  sub¬ 
ject  to  the  written  approval  of  the  plant  clearance  officer.  If 
withdrawal  is  requested  after  screening  has  started,  the 
plant  clearance  officer  shall  notify  immediately  the  ^ipro- 
priate  screening  activity. 

45.M4-5  InstrnctioBs  for  preparing  and  submitting 
schedules  of  contractor  iaventory. 

(a)  Vu  <4 forms.  The  contractor  shall  report  contractor 
inventory  on  the  following  forms,  as  appropriate. 

(I)  Standard  Form  1426,  Inventory  Schedule  A 
(Metals  in  Mill  Product  Form)  and  SF  1*27,  Inventory 
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Schedule  A— Continuation  Sheet.  These  forms  are  to  be 
need  to  list  metals  in  raw  or  primary  form  as  ftniished 
by  the  mill  and  on  which  there  has  been  no  subsequent 
fabricating  opemdons.  They  me  also  m  be  used  for  list¬ 
ing  nonmetsilic  materials,  such  as  plastics,  rubber,  or 
lumba,  in  mill  product  form.  They  are  not  to  be  naed 
for  listing  castings  or  forgings,  which  dull  be  tinned 
on  SF  1428. 

(2)  Standard  Form  1428,  Inventory  Schedule  B  and 
SF  1429,  Inventory  Schedule  B— Continuation  Sheet. 
These  forms  are  to  be  used  to  list  all  cootncior  invento¬ 
ry  (including  plant  equipment)  for  which  Standard 
Fmms  1426,  1430,  1432,  a  1434  ara  not  appropriate. 
However,  agencies  may  direct  listing  of  particular  cate¬ 
gories  of  plant  equqMnem  on  agency  forms  when  stan¬ 
dard  forms  are  not  qipropriate.  (See  45. SOS-6  and 
4S.606-l(a).) 

(3)  Standard  Form  1430.  Inventory  Schedule  C 
(Work  in  Process)  and  SF  1431,  Inventory  Schedule 
C— Continuation  Sheet.  These  forms  are  to  be  used  to 
list  all  work  in  process. 

(4)  Standard  Form  1432,  Inventory  Schedule  D 
(Special  Tooling  and  Special  Test  Equipment)  and  SF 
1433,  Inventory  Schedule  D— Continuation  Sheet. 
These  forms  are  to  be  used  to  list  such  contractor  inven¬ 
tory  as  dies,  jigs,  gauges,  fixtures,  special  tools,  and  spe¬ 
cial  test  equipment. 

(5)  Standard  Form  1434,  Termination  Inventory 
Schedule  E.  This  is  a  short  form  to  be  used  with  SF 
1438,  Settlement  Proposal  (Short  Form).  Applicability 
is  limited  to  termination  seulement  proposals  under 
$10,000. 

(b)  Submission. 

(1)  Contractors  shall  report  conuactor  inventory 
promptly  after  determining  it  to  be  excess,  unless  a  later 
date  is  authorized  by  the  contract  or  the  plant  clearance 
officer. 

(2)  Unless  contract  provisions  or  agency  regulations 
prescribe  otherwise,  12  copies  of  inventory  schedules 
listing  serviceable  or  salvable  items  and  6  copies  of 
inventory  schedules  listing  scrap  items  shall  be  present¬ 
ed  lo  the  plant  clearance  officer  at  the  cognizant  contract 
administration  office. 

(3)  The  standard  inventory  schedule  foims  may  be 
reproduced  by  conuacun,  provided  no  change  is  made 
in  size  or  fornuL  Machine  listings  may  be  submined  if 
all  essential  elements  of  dau  arc  included  and  the  appro¬ 
priate  signed  standard  form  is  submitted  as  a  cover 
sheeL 

(4)  The  appropriate  continuation  sheet  shall  be  used 
when  more  than  one  page  is  needed. 

(5)  Partial  schedules  may  be  submitted  when  they 
cover  substantial  portions  of  aparticular  property  classi- 
fkation  of  contnctor  inventory.  The  first  page  of  each 
schedule  stdxnioed  shall  be  identified  as  partial  or  fuul 
in  the  title  block  of  the  schedule. 
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(6)  The  contractor  should  consult  with  the  plant 
clearance  ofTicer  when  in  doubt  as  to  item  descriptions 
or  other  inventory  schedule  requirements. 

(c)  Grouping  coniractor  inventory  for  reporting  purpos¬ 
es.  All  line  items  of  contractor  inventory  shall  be  grouped 
into  the  following  categories  in  the  order  indicated  and 
rqnrted  on  repante  forms  (line  items  may  not  be  divided 
for  the  purpose  of  avoidirtg  screening  tequirerrtents): 

(1)  Classified  property.  This  category  includes  all 
property  bearing  a  security  classification,  regardless  of 
acquisition  cost.  Classified  property  should  be  further 
subdivided  into  the  same  categories  as  unclassified 
property  (see  paragraph  (3)  of  this  subsection). 

(2)  Government-furnished  property.  This  category 
^ould  be  subdivided  into  the  same  categories  as  unclas¬ 
sified  property  (see  paragraph  (3)  of  this  subsection). 

(3)  Unclassified  property.  Unclassified  property 
shall  be  subdivided  as  follows: 

(i)  Special  tooling,  regardless  of  acquisition  cost. 

(ii)  Scrap,  regardless  of  acquisition  cost. 

(iii)  Salvage,  regardless  of  acquisition  cost. 

(iv)  Remaining  property  having  a  tine  item  acqui¬ 
sition  cost  of  less  than  Si  ,000  (SSOO  for  furniture). 

(v)  Property  having  a  line  item  acquisition  cost  of 
SI ,000  or  more  (SSOO  for  furniture),  further  separated 
into  the  following  categories  (these  categories  may 
be  revised  to  suit  agency  needs): 

(A)  Aeronautical  material  and  equipment 

^)  Electronic  material  and  equipment 

(C)  Special  test  equipment 

(D)  cither  scrvice^le  or  usable  property. 

(d)  General  instructions  for  completing  forms.  The 
inventory  schedule  forms  are  self-explanatory,  except  for 
the  following  general  instructions  and  the  ^leciHc  instruc¬ 
tions  in  paragraph  (e)  of  this  subsection. 

(1)  If  the  inventory  applies  solely  to  one  contract 
modification,  indicate  the  contract  modification  number 
in  the  same  block  as  the  prime  contract  number.  If  the 
inventory  results  from  the  termination  of  a  contract, 
enter  the  termination  docket  number  in  the  same  block 
as  the  prime  contract  number. 

(2)  Provide  in  column  b  an  accurate  and  complete 
commercial  description  for  each  item  of  serviceable 
contractor  inventory.  Where  practical,  show  the  manu¬ 
facturer’s  name,  address,  and  catalog  number.  Describe 
other  items  in  sufficient  detail  to  permit  the  Government 
to  determine  appropriate  disposition.  Include  in  descrip¬ 
tions  for  an  line  items  the  National  Slock  Number  fiir- 
nished  to  the  contractor  with  Government-furnished 
property  and  the  National  Stock  Number  available  in  the 
contractor's  property  control  system. 

(3)  Identify  in  column  b  any  industrial  diamonds, 
diamond  swarf,  and  property  containing  economically 
recoverable  quantities  of  precious  metals  by  the  type  of 
metal  and  express  the  quantity  of  the  metal  in  the  appro- 
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priate  weight  unit  or  in  the  percentage  td  total  oonienL 
In  addition,  hazardous  material  or  property  oontaminai  - 
ed  with  hazardous  nuterial  shall  be  itotified  as  to  the 
type  of  hazardous  material. 

(4)  Enter  in  column  c  one  of  the  foDowing  codes  to 
indicate  the  condition  of  each  Hem  of  material: 

Code  1,  Unused-good.  Unused  pnqterty  that  is  usable 
without  repairs  and  identical  or  inerchanfmUe  with  new 
items  from  normal  supply  sources. 

Code  2.  Unused-fair.  Unused  property  that  is  usable 
without  repairs,  but  is  deteriorated  or  dama^  to  the  extent 
that  utility  is  somewhat  impaired. 

Code  3,  Unused-poor.  Unused  property  diat  is  usable 
without  rqrairs,  but  is  considerably  deteriorated  or  dam¬ 
aged.  Enough  utility  remains  to  classify  the  property  better 
than  salvage. 

Code  4,  Used-good  Used  prcqierty  that  is  cable  with¬ 
out  repairs  and  most  of  its  uaful  life  remains. 

Code  S.  Used-fair.  Used  property  that  is  usable  without 
repairs,  but  is  somewhat  worn  or  deteriorated  and  may 
soon  require  repairs. 

Code  6,  Used-poor.  Used  property  that  may  be  used 
without  repairs,  but  is  considet^ly  worn  or  deteriorated  to 
the  degree  that  remaining  utility  is  limited  or  major  repairs 
will  soon  be  required. 

Code  7,  Repairs  required-good.  Required  repairs  are 
minor  and  should  not  exceed  IS  percent  of  original  acquisi¬ 
tion  cost 

Code  8,  Repairs  required-fur.  Required  repairs  are  con¬ 
siderable  and  are  estimated  to  range  from  16  percent  to  40 
percent  of  original  acquisition  cost. 

Code  9,  Repairs  required-poor.  Required  repairs  are 
major  because  pnperty  is  badly  damaged,  worn,  or  deterio¬ 
rate,  and  are  estimated  to  range  from  41  percent  to  65  per¬ 
cent  of  original  acquisition  cost 

Code  X,  Salvage.  Property  has  some  value  in  excess  of 
its  basic  material  content,  but  repair  or  rehabiUtation  to  use 
for  the  originally  intended  purpose  is  clearly  unpractical 
Repair  for  any  use  would  exceed  65  percent  of  the  original 
acquisition  cost 

Code  S,  Scrap.  Material  that  has  no  value  exeqn  for  its 
basic  material  content 

(5)  Enter  in  columis  e  and  f  the  standard  or  invoiced 
cost  of  the  material  being  rqiorted.  If  such  dam  are  not 
available,  enter  the  estimated  cost,  identified  by  the 
symbol  “(e)". 

(6)  Enter  after  the  amount  of  the  contractor’s  offa  ir 
column  g  the  letter  “A”  if  a  credit  for  acquisition  ha< 
been  authorized  or  approved  by  the  plaiu  clearance  offi¬ 
cer.  Enter  the  letter  if  die  amount  represents  you 
offer  to  acquire  the  Hem.  In  eHha  case,  eoier  the  quanti 
ty  on  a  second  line  if  it  is  less  than  the  full  qoantin 
^wn  in  column  d. 

(t)  Instructions  for  completing  ^cific  forms.  The  fd 
lowing  instructions  are  in  addition  to  the  general  insouc 
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tions  in  paragriph  (d)  of  this  subsection  «nd  the  self- 
i]q>tanatofy  blocks  onthe  inventoty  fonns. 

(1)  Inventory  Schedule  A  (Metals  in  Mill  Product 
Form)  (SF 1426). 

0)  Classification.  List  each  type  of  metal  (such  as 
aluininuffl  or  caibon  steel)  on  a  sepanue  fonn,  with 
the  name  or  alloy  shown  in  the  Property 
Gassification  block.  List  like  forms  of  the  m^  or 
aDoy  together  in  sequence.  (For  example,  for  carbon 
steel,  group  all  the  str^,  followed  by  sheets,  followed 
by  the  bar  stock,  etc.) 

(ii)  Description.  Enter  in  column  b  the  full  com¬ 
mercial  deacription  and  weight  for  all  items.  Identify 
the  material  specification  entered  in  column  b2  as 
either  a  Government  specification  or  that  of  a  partic¬ 
ular  industrial  society  or  manufacturer.  Complete 
cdumns  b3,  b4,  and  bS  to  show  the  thickness,  v^ih, 
and  length. 

(2)  Inventory  Schedule  B  (SF 1428). 

(i)  Classification.  Use  a  separate  form  for  each 
classification.  Enter  the  name  of  the  classiftcation  in 
the  Property  Classification  block.  Items  having  no 
commercial  value  should  be  placed  in  a  single  classi- 
Ecadon  designated  “no  commercial  value.”  The  term 
“raw  materials  (other  than  metals)"  means  material  in 
primary  form.  Examples  are  plastics,  textiles,  lumber, 
and  chemicals.  Arrange  items  in  sequence  under  sep¬ 
arate  subheadings.  For  example,  un^  the  classifica¬ 
tion  “chemicals,”  group  sepvately  all  acids,  all  alka¬ 
lis,  all  resins,  etc. 

(ii)  Description.  In  the  inventory  descrqnion  for 
plant  equipment  (aee  45.101  for  definition),  include 
the  following  as  a  minimum: 

(A)  Nomenclauire  or  description  of  the  item 
and  Federal  Supfdy  Classification  (see  Cataloging 
Handbooks  H2-1,  H2-2.  and  H2-3). 

(B)  Federal  Supply  Code  for  Manufacturers 
(aee  Cataloging  Haiidbooks  H4-1  and  H4-2)  and, 
if  available  in  the  contractor's  property  control 
system,  the  name  and  address  of  the  equipment 
manufacturer. 

(C)  Model^[>an  number. 

(3)  Inventory  Schedule  C  (Work-in-Process)  (SF 
1430). 

(i)  Classification.  No  classification  of  items  is 
rcquiied.  Do  not  list  finished  componenu  on  this 
form  (use  SF  1428). 

00  Description.  Enter  in  column  b  a  deaeration 
in  sufficient  detail  to  permit  the  Govenuneot  to  deter¬ 
mine  the  appropriate  dispositioa  Estimate  percentage 
of  Gomple^  for  each  line  item. 

Ob)  Condition  (oolumn  c).  GenenOy,  conditions 
X  (salvage)  or  S  facrap)  are  applicable  to  work-in- 
prooesc  (aee  pongiaph  (dX4)  of  this  subsection). 

(4)  Inventory  Sek  dule  D  (Special  Tooling  end 
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Special  Test  Equipment)  (SF  1432). 

(i)  Clas^cation.  Use  a  new  form  for  each  gener¬ 
al  classification  of  special  tooling  and  special  test 
equipmetu. 

(ii)  Description.  Furnish  a  description  which  will 
enable  the  plant  clearance  officer  or  screener  to 
determine  the  ^rpropriate  diqxisition,  including  the 
potential  for  leutilization.  Include  tool  nomenclature, 
tool  number,  related  product  pan  number,  and  func¬ 
tion  which  the  tool  poforms.  Designate  special  tool¬ 
ing  usable  for  maintenance  programs  by  placing  the 
letter  “M”  in  the  left-hand  column.  “For  Use  of 
Contracting  Agency  Only.”  Provide  the  end-item 
application  and  a  brief  description  of  the  test  function 
for  each  unit  of  qweial  test  equipmenL 

(5)  Termination  Inventory  Schedule  E  (SF  1434). 

(i)  Classification.  No  special  classification  is 
tequiitd,  but  similar  items  should  be  grouped  togeth¬ 
er.  Several  clarifications  may  be  listed  on  one  form. 

(ii)  Description.  Enter  in  cdumn  b  the  full  com¬ 
mercial  description  of  all  items  which  have  commer¬ 
cial  value.  For  other  items,  furnish  a  description  in 
sufficient  detail  to  permit  the  Govemmern  to  deter¬ 
mine  the  appropriate  disposition. 

45407  Scrap. 

45407-1  GencraL 

(a)  The  contractor  need  not  itemize  scrap  on  inventory 
schedules  if  (1)  the  material  is  physically  segregated  in  the 
contractor’s  plant  and  (2)  the  contractor  submits  a  state¬ 
ment  describing  the  material,  estimating  its  cost,  and  pro¬ 
viding  other  information  necessary  for  the  plant  clearance 
officer  to  verify  whether  the  property  is  scrap.  The  contrac¬ 
tor  shall  sort  the  scrap  to  the  extent  economically  feasible 
to  assure  the  highest  s^e  proceeds. 

(b)  The  plant  clearance  officer  shall  review  the  sched¬ 
ules  of  property  lepcmed  as  scrap  and,  if  necessary,  physi¬ 
cally  inspect  the  property  invt^ed.  If  the  plam  clearance 
officer  determines  ihiiu  any  of  the  property  is  serviceable, 
usable,  or  salvable,  the  contractor  shall  resubmit  it  on 
appropriate  inventoty  schedules. 

45407-2  Recoveriug  predoits  mrtah. 

(a)  GSA  is  responsible  for  initiating  the  Government¬ 
wide  precious  metals  recovery  program  (see  FPMR  101- 
42  J  for  procedures  and  requirements  in  recovering  pre¬ 
cious  metals). 

(b)  Agencies  shall  assure  that  contractors  generating 
contractor  inventtuy  containing  precious  metal-bearing 
scrap  identify  and  promptly  rqwn  such  items.  Agencies 
■c  also  responsible  for  establishing  and  maintaining  a  pro¬ 
gram  for  recovering  precious  metals.  Agencies  having  no 
recovery  and  disposal  CKility  available  may  request  infior- 
matioo  or  lecovciy  assistance  from  die  GSA  regional  office 
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serving  the  area  or  the  DOD  Precious  Metals  Recovery 
Program  Manager,  Attention  DLA-SIP,  Cameron  Station, 
Alexandria,  VA  22314. 

(c)  Precious  metals  shall  be  packaged  in  nonporous, 
smooth  containers  in  a  manner  to  prevent  loss  through 
leakage  or  damage  to  the  containers.  (Glass  containers 
shall  not  be  used.)  Grindings  or  sweepings  shall  not  be 
packaged  in  paper  or  wooden  containers,  because  loss 
occurs  by  adhesion  to  the  containers.  Containers  shall  be 
marked  to  show  the  type  of  precious  metals. 

(d)  The  shipping  dwumeni  shall  indicate  the  net  weight 
of  each  item  to  the  nearest  ounce  (troy  or  avoirdupois). 
Shipment  shall  be  made  by  the  most  economical  means 
available,  consistent  with  ^equate  safeguards  to  prevent 
loss  or  theft. 

45.608  Screening  of  contractor  inventory. 

45.608-1  General. 

(a)  Serviceable  or  usable  property'  included  in  the  contrac¬ 
tor's  inventory  schedules  that  is  not  purchased  or  retained  by 
the  prime  contractor  or  subcontractor  or  reoimed  to  suppliers 
shall  be  screened  for  use  by  Government  agencies  before 
disposition  by  donation  or  sale.  Agencies  shall  assure  the 
widespread  dissemination  of  information  concerning  the 
availabihry  of  contractor  invenicMy. 

(b)  There  are  four  categories  of  screening:  standard, 
agency,  limited,  and  special  items.  The  plant  clearance  offi¬ 
cer  shall  determine  the  categories  of  screening  required, 
initiate  prescribed  screening,  and  assure  accomplishment  of 
transfer  and  donation.  Table  45-1  lists  the  type  of  property 
and  screening  penod  for  each  of  these  categories.  When 
circumstances  warrant,  the  plant  clearance  officer  may 
extend  the  period  for  agency  screening  or  anange  for  more 
exunsive  screening  than  that  prescribed.  In  the  event  of  a 
conflict  between  Table  45-1  and  a  specific  contract  require- 


mem,  items  shall  be  screened  as  provided  by  the  contract. 

Tiblt  45-1 

Sereenini  Requuonenu  by  Type  of  Propeny 

Screening 

Caiegones 

Type  of  Propeny 

I^TJod 

1  Sunderd . 

Une  ncmi  vilued  u  SI  ,000  or  more  . 
($500  for  funiiture) 

90  dsyi/(>ee 
4S,««-2) 

Ageney . 

Speciil  loolini.  periihiblei.  pro- . 

perry  betrini  ■  lecority 
cUiiifictiian,  propeny 
daiif  erooi  to  public  hcelih  end 
Mfety,  ic|inlle>i  of  wquiiition 
eoei,  aid  tiency-peculur 
property. 

30  diyi/(iec 
45.«Ot3) 

Screcoinc  Requimnenu  by  Type  oTPrapeity 


SoeouBf 

Cueicrie* 

Type  of  Propeny  Period 

t 

SpeeiatiooItiK.  Mnpandalvaae,  S04eyi/(*ce 
property  in  oondiiian  oodei  3,  4S.C08-4) 

f ,  9,  X,  end  S.  wotb-an-prooeu, 
invauoiy  ichediikt  (ifae  loul 
•cquiatioo  oon  of  whicti  ii  le- 
poned  u  SI500  at  leat),  and 
liae  iicmi  of  Icif  ihu  $1,000 
(SSOOforfuraiaiic}  (exocpi 
pemhtblei,  property  beeting  a 
iccuniy  claiiificatian,  and  propeny 
dtegenui  to  public  health  and 
aafety). 

Specul  Iierru.. 

Specii]  tea  equipment  wiih  — _ _  (lee  4S.608-5(t)) 

fundiid  eomponenu. 

Special  lea  equipmeni  without .....  (aee  4S.608-S(b)) 
liandard  cemponenu 

Printint  a^upmenL . .  (ace  45.608-5(c)) 

Auiomaiic  dau  pftxxiiing . .  (aee  4S.608-5(d)) 

aquipmeni 

Nuclear  maieriaU . . —  (aee  4S.60S-S(e)) 

45.608-2  Standard  screening. 

(a)  Standard  screening  applies  to  serviceable  propeny 
with  a  line  item  value  of  $1,(X)0  or  mme  (S5(X)  for  furni¬ 
ture)  that  does  not  meet  the  criteria  for  another  screening 
category. 

(b)  Sundard  screening  begins  on  the  date  the  plant 
clearance  officer  receives  acceptable  contractor  inventory 
schedules  and  ends  90  days  thereafter.  The  period  is  broken 
into  three  phases  as  follows: 

(1)  1st  through  30th  day—scrfening  by  the  coraract- 
ing  ogency.  The  agency  shall  screen  the  listed  items  for 
its  use.  When  screening  is  completed,  the  plant  clearance 
officer  shall  delete  the  retained  items  from  the  schedules. 

(2)  31st  through  75th  day— screening  by  all  Federal 
agencies.  Not  later  than  the  31st  day,  the  plant  clear 
ance  officer  shall  send  four  copies  of  dte  revised  ached 
ules  and  Sundard  Form  (SF)  120,  Report  of  Exces: 
Personal  Property,  to  the  General  Service: 
Administration  (GSA)  regional  office  that  serves  thi 
region  in  which  the  propeny  is  located.  If  the  plan 
clearance  officer  receives  t  request  for  property  aansfe 
after  submission  of  the  SF  120,  and  before  receiving  ; 
GSA  propeny  transfer  order,  a  prompt  request  shall  b 
forwarded  to  GSA  for  ai^val  to  withdraw  die  item 
from  the  inventory  schedule.  The  regional  GSA  oflic 
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will  prepare  and  issue  circulars  and  catalogs  to  all 
Federal  agencies  within  the  region.  GSA  will  honor 
requests  for  transfer  of  property  on  a  "first-come  first- 
served"  basis  through  die  75th  day.  The  GSA  regional 
office  will  transmit  to  the  plant  clearance  officer  the 
approved  orders  and  shipping  instructions  for  property 
to  be  transferred.  The  7Sth  day  is  the  surplus  release 
date  and  will  be  shown  on  the  SF  120.  The  plant  clear¬ 
ance  officer  may  not  extend  this  date. 

(3)  76ih  through  90th  day-screening  by  GSA  for 
possible  donation.  During  this  period,  GSA  will 
arrange  for  screening  of  all  remaining  property  for  pos¬ 
sible  donation  to  eligible  donees.  Procedures  for  d^- 
tion  are  in  45.609.  The  90th  day  is  the  screening  com¬ 
pletion  date  and  will  be  shown  on  the  SF  120.  The  plant 
clearance  officer  shall  not  extend  this  date. 

45.608- 3  Agency  screening. 

Agency  screening  is  the  procedure  for  screening  certain 
types  of  property  (see  Table  45-1)  only  within  the  contract¬ 
ing  agency.  The  screening  period  begins  on  the  date  the 
plant  cleariuice  officer  receives  acceptable  inventory  sched¬ 
ules  and  ends  30  days  later. 

45.608- 4  Lfanited  screening. 

(a)  Items  that  are  scrap  or  salvage  or  that  otherwise  have 
a  limited  potential  for  use  (except  special  tooling)  are  not 
ordinarily  subject  to  standard  or  agency  screening.  The 
plant  clearance  officer  shall  include  listings  of  such  proper¬ 
ty  in  a  ^lecial  file,  which  shall  be  made  available  to  GSA 
for  limit^  screening.  The  screening  period  for  such  prop¬ 
erty  begins  on  the  date  the  plant  clearance  officer  receives 
acceptable  inventory  schedules  and  ends  30  days  later.  This 
peri(^  is  apportioned  into  two  phases,  as  follows: 

(1)  1st  through  15th  day— GSA  selection  of  items  for 
Fede^  utilization. 

(2)  16th  through  30th  day — GSA  selection  of  items 
for  donation. 

(b)  For  special  tooUng,  the  screening  period  described  in 
paragraph  (a)  above  begins  upon  completion  of  agency 
screening. 

45.608- 5  Special  iUiBS  Kreenlng. 

Special  procedures  are  esublished  for  the  following 
types  of  property: 

(a)  Special  test  equipment  with  standard  components. 
(1)  Contractors  reporting  qwcial  lest  equipment  that  con¬ 
tains  standard,  general,  or  mult^urpose  componenu  will 
describe  the  composite  unit  to  cl^y  reflect  its  capability. 
Standard  components  that  can  be  economically  removed 
and  reused  will  be  listed  and  described  in  sufficient  detail 
to  permit  screening. 

(2)  If  the  contractor  has  a  requirement  for  the  stan¬ 
dard  components  to  meet  other  approved  special  test 
eqi-’onient  or  Cicilities  requirements,  the  coniracuv  shall 
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annotate  the  SF  1432,  Inventory  Schedule  D  (Special 
Tooling  and  Special  Test  Equipment),  to  reflect  this 
requiiement  Screening  shall  be  accomplished  in  accor¬ 
dance  with  agency  procedures  for  the  first  30  days.  If 
there  are  no  agency  requirements  for  the  composite  init, 
and  if  the  administrative  contracting  officer  approves 
the  retntioo,  the  contractor  shall  have  priority  for  the 
standard  components  for  which  it  has  indicated  a 
lequiitmenL 

(3)  Standard  components  that  have  not  been  retained 
by  the  agency  or  the  contracur  shall  be  screened  in 
accordance  with  standard  requirements  for  the  31st 
through  75th  day.  Standard  components  shall  not  be 
removed  from  the  composite  unit  until  a  requirement 
has  been  established.  If  no  requirements  exist,  the  com¬ 
posite  imits  shall  be  dotuued  or  sold  in  accordance  with 
prescribed  procedures. 

(b)  Special  test  equipment  without  standard  compo' 
nents.  Special  test  equipment  without  standard  compo¬ 
nents  shall  receive  agency  screening  for  30  days.  Items  for 
which  no  requirements  exist  shall  receive  limited  screening 
for  an  additional  30  days. 

(c)  Printing  equipment.  Agencies  shall  report  all  print¬ 
ing  equipment  excess  to  their  requirements  to  the  I^lic 
Printer,  Government  Printing  Office,  North  Capitol  and  H 
Streets,  NW,  Washington,  DC  20401,  after  screening  with¬ 
in  the  agency  (see  44  U.S.C.  312).  If  the  Public  Printer 
indicates  no  requirements,  the  reporting  activity  shall  sub¬ 
mit  the  listing  of  printing  equipment  to  the  General 
Services  Administration  for  ^rther  use  and  donation 
screening. 

(d)  Procedures  for  automatic  data  processing  equip¬ 
ment  lADPE).  See  the  FIRMR  (41  CFR  part  201-33). 

(e)  Nuclear  materials.  (1)  The  possession,  use,  and 
transfer  of  certain  nuclear  materials  are  subject  to  the  regu¬ 
latory  controls  of  the  Nuclear  Regulatory  Commission 
(NRC).  The  materials  are  defined  as  follows: 

(i)  By-product  material — any  radioactive  material 
(exeqx  ^Mcial  nuclear  material)  yielded  in  or  made 
radioactive  by  exposure  to  the  radiation  incidem  to 
producing  or  using  special  nuclear  material. 

(ii)  Source  material — uranium  or  thorium,  or  any 
combination  thereof,  in  any  physical  or  chemical 
form;  or  ores  which  contain  by  weight  one-twentieth 
of  1  percent  (0.05  percent)  or  more  of  uranium,  thori¬ 
um.  or  any  combination  thereof.  Source  material 
does  not  include  special  nuclear  mateiiaL 

(iii)  Special  nuclear  material— pluionium,  urani¬ 
um  233,  uranium  enriched  in  the  isotope  233  or  in 
the  isotope  235,  and  any  other  material  that  the  NRC 
determines  to  be  special  nuclear  material  (but  not 
including  source  material);  or  any  material  ar^iciaDy 
enriched  by  any  nuclear  material. 

(2)  Plant  cleannce  talkers  shall  submit  listings  of 
excess  nuclear  material  in  the  categories  described 
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above  for  Kitening  by  Ihe  contracting  acnvity.  If  there 
are  no  requirements,  the  ultiinate  method  of  disposal 
shall  be  dependent  upon  the  license  issued  by  Ihe  NRC 
or  the  respective  states  and  pertinent  Federal  and  agency 
regulations. 

45,<08-d  Waiver  of  screening  requirements. 

Agency  heads  or  their  designees  may  audmrize  excep¬ 
tions  from  screening  requirements;  provided,  (a)  there  are 
compelling  circumstances  clearly  in  the  Government’s 
interest,  and  (b)  the  coittmcting  agency  prqtares  a  written 
iKXice,  including  justification,  and  provides  a  cc^y  to  die 
Administrator,  Genenl  Services  Administration,  and  the 
contract  administration  office  10  days  before  the  effective 
date  of  the  exception. 

45.€08-7  Reimbursement  of  costs  for  transfer  of 

contractor  inventory. 

The  contracting  agency  shall  not  be  reimbursed  for  die 
acquisition  cost  of  any  property  selected  by  another  agency 
or  for  overhead  or  administrative  costs  associated  with  such 
property.  The  transferee  will  pay  any  transportation  costs 
that  are  not  the  contractor's  reqionsibility.  Costs  for  pock¬ 
ing,  crating,  pr^iaration  for  shipment,  and  loading  of  con¬ 
tractor  inventory  are  chargeable  to  the  contract  for  assets 
subject  to  the  Government  property  clauses  at  52.245-2, 
Government  Property  (Fixed-Price  Contracts),  and  52JM5- 
5,  Government  Property  (Cost-Reimbursement,  Tune-and- 
Maierial,  or  Labor-Hour  Contracts),  and  such  costs  are  ordi¬ 
narily  included  in  the  contractor's  settlement  proposal  for 
termination  inventory.  The  transferee  will  pay  such  costs 
for  property  subject  to  52.245-7,  Government  Property 
(Consolidated  Facilities),  or  52.245-10,  Government 
Ihopeny  (Facilities  Acquisition),  or  52J45-11,  Government 
Property  (Facilities  Use),  unless  such  costs  are  otherwise 
the  contractor's  responsibility.  The  contract  administration 
office  is  lesponsible  for  obtaining  packing,  crating,  and  han¬ 
dling  services.  To  acceleiaie  plant  clearance,  the  transferee 
shall  include  all  appropriate  due,  including  funding  data,  in 
the  uansfer  or  shipping  document. 

45.408-8  Report  of  excess  personal  property  (SF 120). 

(a)  This  subsection  provides  instructions  for  completing 
SF  120,  Repon  of  Excess  ftraonal  Rtoperty,  when  lepoiting 
contractor  inventory  in  accordance  with  45.608-2.  For 
reporting  other  agency  excess  personal  property,  see  41 CFR 
101-43.4901-120-1,  Instructions  for  neparing  SF  120. 

(b)  All  items  on  the  form  are  self-explanatory,  except  as 
follows: 

Item  1,  Report  lumber.  Enter  the  serial  number  of  the 
report  and  any  other  identifying  number  or  symbol  required 
by  the  reporting  agency.  If  the  report  is  a  correction  or 
withdrawal  (complete  or  partial)  of  a  prior  repon,  the  origi¬ 
nal  repon  number  shall  be  ente^  followed  by  the  later  a. 
b,  or  c,  etc.,  to  identify  the  numba  of  successive  correcting 


or  withdrawing  reports. 

Item  3,  Total  cost.  Enia  the  total  of  aD  amounts  shown 
on  the  inventory  schedules. 

Item  4,  Type  of  repOTL 

Box  b-^iieck  if  necessary  to  correct  an  original 
Rgun  and  complete  items  1, 2, 3, 4. 5.  mid  7.  Compleie 
the  remaining  items  only  to  the  extent  necessary  to  riiow 
Ifaeconnctian. 

Box  c— Check  for  partial  withdrawals  of  oon&actor 
inventoiy  previously  reported  and  compiete  items  1, 2. 
3, 4,  5,  arid  7.  Re-identify  in  column  18(b)  the  line 
hems  or  portions  of  line  items  withdrawn,  b  column 
18(e),  show  the  number  of  nnitt  withdrawn.  In  column 
18^,  show  the  acquisition  cost  of  the  units  withdrawiL 
In  item  3,  enter  the  total  acquisition  cost  of  all  hems 
withdrawn. 

Box  d — Check  for  total  withdrawal  of  contractor 
inventory  previously  repotted  and  com|dete  hems  1, 2. 
3, 4,  S,  and  7.  Provide  explanatory  lemaiks  in  cohmm 
18(b). 

Item  5,  To.  Enter  the  name(s)  address(es)  of  the  screen¬ 
ing  agencies  or  the  GSA  regional  office  serving  the  geo¬ 
graphic  area  in  which  the  property  is  located. 

Item  6,  Appropriation  or  fund  to  be  reimbursed.  No 
entry  shall  be  made  in  this  item  if  the  na  proceeds  ate  to  be 
deposited  in  the  Treasury  as  miscellaneous  receipts  (see 
45.610-3).  However,  in  exchange/sale  transactions  an 
apprc^iriation  number  is  required. 

Item  8,  Rqxirt  approved  by.  Enter  signature  and  title  of 
the  Federal  official  approving  repoa 

Item  12,  GSA  control  numba.  Not  to  be  used  by  rqwrt- 
ing  activity. 

Item  13,  FSC  group  number,  if  known.  If  inventory 
schedules  contain  multiple  FSC  groups,  insert  “See 
Inventory  Schedules.” 

Item  14,  Location  of  property.  Enter  the  name  of  con¬ 
tractor  holding  the  propeny  and  the  specific  address  where 
Ihe  property  is  located. 

Item  15,  Reimbursement  required.  Enta  X  in  the  block 
designated  “No." 

Item  16,  Agency  control  numbo.  Leave  blank. 

Item  17,  Surplus  release  date  (see  45.608-2). 

Item  18,  Excess  property  list.  Leave  blank. 

Column  a.  Item  numba.  Leave  UanL 

Column  b.  Description.  Enta  die  following  informa¬ 
tion; 

(1)  Identificatian  of  attached  inveniciy  adiedules  and 
the  numba  of  pages  for  each  schedule. 

(2)  The  screening  completioo  date  (me  45.608-2). 

(3)  The  following  natation;  “It  h  imperative  duu  fimd 
^ipropriations  for  the  uansponation  of  the  matoials  be 
furnished  with  the  transfer  order.”  If,  pursuant  to 
45.608-7,  the  transferee  is  responsible  for  funding, 
packing,  crating,  and  handling,  include  diis  additional 
notation:  “Fund  appropriations  for  pocking,  crating,  and 
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handling  of  inventory  desaibed  herein  must  also  be  pR>> 

vided  by  the  transferee.” 

(4)  Contract  number. 

(5)  When  reporting  motor  vehicles  in  Federal  Supply 

Groups  23. 24,  and  3t- 

CO  In  column  18(b).  die  estimated  ane-dme  cost  of 
rqiain  (parts  and  Itfw):  and 

(ii)  In  column  18(c).  a  condition  code  based  on  the 
estimated  coa  of  repairs. 

(c)  Columns  c  through  h.  Leave  blank,  except  as  dwy 
are  used  for  subparagraph  (5Xii)  of  this  subsection. 

4S.d09  Donatkms. 

(a)  Property  may  be  donated  only  after  it  has  been  deter¬ 
mined  to  be  surplus  following  appropriate  utilization 
screening.  The  donation  of  surplus  property  to  an  autho¬ 
rized  donee  is  subordinate  to  any  need  for  property  by  a 
Federal  agency. 

(b)  The  GSA  is  responsible  for  making  necessary 
arrangements  for  donation  screening  of  serviceable  proper¬ 
ty  during  the  last  IS  days  of  the  90-day  screening  period. 

(c)  Items  that  have  been  selected  for  donation  shall  not 
be  reuined  longer  than  42  calendar  days  from  the  surplus 
release  date.  The  plant  clearance  officer  shall  authorize 
release  to  the  eligible  donees  immediately  upon  receipt  of 
GSA  approval  and  shipping  instructions.  If  approval  and 
shipping  instructions,  including  provision  for  payment  of 
aU  costs  incident  to  donation,  are  not  received  within  the 
42-day  period,  the  property  shall  be  otherwise  disposed  of 
as  surplus.  All  costs  incident  to  donation  that  are  not  the 
re^MOsibili^  of  the  contractor  shall  be  bonie  by  the  donee. 

(d)  Agencies  having  a  current  essential  requirement  may 
withdraw  property  undergoing  donation  screening.  In  all 
other  cases,  property  may  be  withdrawn  only  after  GSA 
concurrence. 

45  JIO  Sale  of  surplus  contractor  inventory. 

45.dl0-l  Respo^bOity. 

(a)  The  Administrator,  GSA,  exercises  general  supervi- 
sioo  and  directiaa  over  the  disposition  of  surplus  personal 
property,  including  sales  of  surplus  contractor  inventory. 
Policy  and  procedures  for  tales  of  contractor  inventory  ae 
contained  in  the  Federal  Prt^erty  Management  Regulations 
(FPMR)  41  CFR  Pan  101-41  S^s  of  contractor  inventory 
under  the  oonbol  of  the  Department  of  Defense  are  con¬ 
ducted  in  accordance  with  the  DOD  Supplement  to  the 
FAR. 

(b)  Reportable  property  submitted  to  GSA  on  SF 120  for 
utilization  screening  and  not  otherwise  transferred  or 
donated  will  automatically  be  programmed  for  sale  by  the 
GSA  regional  office. 

(c)  All  other  property  requiring  sale  shall  be  reported  to 
GSA  on  SF  126,  Report  of  Personal  Propeny  for  Sale,  and 
in  accordance  with  any  additional  instructions  provided  by 
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the  GSA  regional  (rflice  cognizant  of  the  location  where  the 
prcqierty  is  physically  located. 

45.510-2  Eiemptions  from  sale  by  GSA. 

(a)  Agency  heads  may  seek  exemptions  from  the 
Administiator,  GSA.  by  submitting  a  letter  explaining  the 
impairmettt  or  adverse  effect  of  sale  by  GSA  a^  justifying 
the  need  for  the  exemption. 

(b)  GSA  regional  offices  may  authorize  sale  by  the 
reporting  activity  of  perishable  items  or  small  lots  of 
limited-value  {st^eny  at  isolated  locations. 

45.610-3  Proceeds  of  sale. 

Proceeds  of  any  sale  are  to  be  credited  to  the  Deasury 
of  the  United  States  as  miscellaneous  receipts,  except 
where  the  contract  or  any  subcontract  thereunder  autho¬ 
rizes  the  proceeds  to  be  credited  to  the  price  or  cost  of  the 
work  (40  U.S.C.  48S(a)  and  (e)). 

45.610'4  Contractor  Inventory  in  foreign  countries. 

Connnetor  inventory  located  in  foreign  countries  shall 
be  sold  or  disposed  of  in  accordance  with  agency  proce¬ 
dures  (see40U.S.C.  S11-S14). 

45.6U  Dcstrnctioa  or  abandonment 

(a)  Surplus  property  may  be  destroyed  or  abandoned 
only  after  every  effort  has  been  made  to  dispose  of  it  by 
other  authorized  methods.  Before  authorizing  destruction 
or  abandonment  the  plant  clearance  offica  shall  determine 
in  writing  that — 

(1)  The  property  has  no  commercial  value  and  no 
value  to  the  Government; 

(2)  The  estimated  cost  of  care  and  handling  is  greata 
than  the  probable  sale  price;  or 

(3)  Becatite  of  its  nature,  the  property  consdoites  a 
danger  to  public  health,  safety,  or  welfare. 

(b)  Unless  permitted  by  the  contract,  no  contractor 
inventory  shall  be  abandon^  on  the  contractor's  premises 
without  the  contractor’s  written  consent 

(c)  Surplus  piopeity  for  which  a  determination  has  been 
made  under  subpvagraph  (aXl)  or  (2)  of  this  section  may, 
however,  be  donated  to  public  bodies  in  beu  of  abandon¬ 
ment  or  destruction.  All  costs  incident  to  donation  shall  be 
borne  by  the  donee. 

45.612  Removal  and  storage. 

45412-1  GencraL 

Contractor  inventory  shall  be  removed  from  the  contrac¬ 
tor’s  premises  as  soon  as  possible  to  preclude  storage 
expenses. 

45412-2  Special  storage  at  the  contractor’s  risk. 

When  the  connactor  finds  it  necessary  to  remove  prop¬ 
erty  from  the  premises  before  expiration  of  the  plant  clear- 
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KC  period,  the  contractor  may,  with  the  concurrence  of 
jie  plant  clearance  t^Hcer,  store  property  in  a  warehouse  or 
other  storage  location  on  or  off  the  contractor’s  premises. 
Storage  shall  in  no  way  modify  the  contractor’s  respcMisi- 
bility  for  the  property.  The  expense  of  storage,  including 
any  cost  incident  to  the  tranqionadon  to  and  from  die  stor¬ 
age  area,  shall  normally  be  borne  by  the  contractor  and 
dull  not  be  diarged  directly  or  indir^y  to  Government 
contracts  unless  the  contracting  officer  determines  that  the 
storage  is  for  the  convenience  of  the  Government 

45,612*3  Special  storage  at  the  Government’s  expense. 

(a)  Contractor  inventory  may  be  stored  at  the 
Government’s  expense  only  when  the  contracting  officer 
determines  that  it  should  be  retained  in  storage  for  antici¬ 
pated  use. 

(b)  When  the  plant  clearance  officer  recommends  that 
the  contracting  office  execute  a  storage  agreement  with  the 
contractor,  the  request  shall  be  accompanied  with  adequate 
data  to  justify  the  agreement  (e.g.,  property  to  be  stored, 
storage  period,  and  cost  to  the  Government). 

(c)  If  the  contractor  will  not  agree  to  storage  on  its 
premises,  the  plant  clearance  officer  shall  submit  adequate 
information  to  permit  a  decision  by  the  contracting  office 
for  storage  on  a  Government  or  commercial  f^ility  (e.g., 
storage  space  required;  necessary  packing,  crating,  and 
shipping  services;  and  information  as  to  available 
Government  or  commercial  storage  facilities  in  the  local 
area). 

45.613  Property  disposal  determinations. 

Written  determinations  supporting  abandonment, 
destruction,  or  other  appropriate  disposition  shall  be  made 
by  the  plant  clearance  officer  and  reviewed  by  an  appropri¬ 
ate  reviewing  authority  within  the  agency. 

45.614  Subcontractor  inventory. 

(a)  The  disposal  poUcies  and  procedures  in  this  subpan 
are  applicable  to  contractor  inventory  in  the  possession  of 
subcontractors,  except  inventory  under  terminated  subcon¬ 
tracts  for  which  the  termination  contracting  officer  has 
authorized  the  prime  contractor  to  conclude  settlements 
(see  49.106-4). 

(b)  Subcontractors  in  all  tiers  shall  prepare  inventory 
schedules  in  accordance  with  the  requirements  of  this  sub¬ 
part  Forms  prescribed  for  use  by  prime  contractors  may  be 
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used  by  aibcontractcts,  but  their  use  is  not  required  if  sub- 
immially  equivalent  information  is  provided.  Subcootractor 
inventory  and  any  disposal  recommendatioos  Onclnding 
scrap  recommendations)  Aall  be  lepcrted  through  the  next- 
higher-tiersubcontracior  to  the  concacior,  who  is  responsible 
for  reponutg  property  to  the  cognizant  plant  ctesnce  offioa. 
Tbe  prime  cooBactor  and  each  subcomrsctor  are  imponsible 
fcr  review  and  approval  of  inveniary  schedules  aabmilind  by 
dieir  respective  next-lower-tier  auboonoactors.  Hus  indudes 
review  and.  if  necessary,  physical  survey  of  subcontractor 
inventory  ttai  is  contained  in  a  mnninadon  settlement  pro¬ 
posal  to  assure  that  it  is  physically,  technically,  and  tpantita- 
tively  allocable  to  the  contract,  and  cannot  be  reasonably 
diverted  to  other  work  of  the  subcoiuiactor. 

(c)  Any  rights  which  the  prime  contractor  has  or 
acquires  in  the  inventory  of  first-tier  or  lower-tier  subcon¬ 
tractors  shall,  to  the  extent  directed  by  the  contracting  offi¬ 
cer.  be  exercised  for  the  benefit  of  the  Government  in 
accordance  with  the  provisions  of  the  prime  contract 

(d)  Contract  administration  offices  shall  assure  that 
prime  contractors  have  performed  adequate  allocability 
reviews  of  subcontractor  inventory  and  have  determined 
that  materials  reasonably  usable  on  other  prime  or  sub¬ 
contractor  work  are  not  included  in  a  termination  settle¬ 
ment  proposal.  The  plant  clearance  officer  for  the  prime 
contractor  plant  is  responsible  for  determining  the  ade¬ 
quacy  of  screening,  allocability  reviews,  and  proper  cred¬ 
iting  of  proceeds  for  the  dispel  of  subcontraeux  inven¬ 
tory  by  the  prime  contractor.  Assistance  should  general¬ 
ly  be  secured  from  other  officers  for  verification,  deter¬ 
mination  of  allocability,  local  screening,  and  plant  clear¬ 
ance  action  when  property  is  located  outside  the  geo¬ 
graphic  area  of  the  cognizant  contract  administration 
office. 

45,615  Accounting  for  contractor  inventory. 

Following  disposition  of  all  contractor  inventory,  and  after 
due  application  of  proceeds,  the  plant  clearance  officer  diall 
prepare  SF  1424,  Inventory  Disposal  Report,  accounting  for 
all  property  reported  by  the  contractor  and  its  disposition.  The 
icpoiT  shall  iidicate  any  inventory  lost,  danuiged,  destroyed, 
or  otherwise  unaccounted  for,  as  as  any  changes  in  quan¬ 
tity  or  value  of  inventory  made  by  the  contractor  after 
submission  of  the  initia]  schedules.  The  lepon  diall  be  trans¬ 
mitted  to  the  property  administrator  or,  for  termination  inven- 
lory,  to  the  termination  contracting  officer. 
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5121^7  AllowibU  Cost  and  Pajncnt 

As  prescribed  in  16.307(a).  insen  (he  following  clause: 

I  ALLOWABLE  COST  AND  PAYMENT  (JUL  1991) 

(a)  Invoicing.  The  Govenunem  shall  make  payments  to 
the  Contractor  when  requested  as  work  progresses,  but 
(except  for  small  business  concerns)  not  more  often  than 
once  every  2  weeks,  in  amounts  dete:mined  to  be  allowable 
by  (he  Contracting  Oflicer  in  accordance  with  Subpan  31.2 
of  the  Federal  Acquisition  Regulation  (FAR)  in  effect  on 
the  date  of  this  ooniract  and  the  lenns  of  this  conaacL  The 
Contractor  may  submit  to  an  authorized  representative  of 
the  Contracting  Officer,  in  such  form  and  reasonable  detail 
as  the  representative  may  require,  an  invoice  or  voucher 
supported  by  a  statement  of  die  claimed  allowable  cost  for 
performing  this  conitacL 

(b)  Rdnbursing  cosu.  (1)  For  the  purpose  of  reimburs¬ 
ing  aDowable  costt  (except  at  provided  in  subparagraph  (2) 
below,  with  respect  to  pension,  deferred  profit  sharing,  and 
employee  stock  ownenhip  plan  contributions),  the  term 
"ooau'*  BKhides  only~ 

(i)  Those  recorded  costs  that,  at  the  ttme  of  the 
request  for  teifflburaeinent,  the  Contractor  has  paid 
by  cash,  check,  or  other  form  of  actual  payment  for 
iiBiiu  or  services  purchased  directly  for  the  contract; 

(ii)  When  the  Contractor  is  not  delinquent  in  pay¬ 
ing  costs  of  contract  performance  in  the  Canary 
course  of  busineas,  costs  incurred,  but  not  necessarily 
paid,  for— 

(A)  Maurials  Usued  from  the  Contractor’s 
inventory  and  placed  in  the  production  process  for 
use  on  the  conncu 


(B)  Direct  labor. 

(QDirea  travel; 

(D)  Other  direct  in-houae  costs;  and 

(E)  Properly  allocable  and  allowable  indirect 
costs,  as  ahorvn  in  the  records  maaitained  by  tie 
Contractor  for  purposes  of  obtaining  feimbtoae- 
mern  under  Ckrvemrnent  contracts;  and 

(iii)  The  amount  ot  progrere  payments  that  have 
been  paid  to  the  Contractor’s  subcontracton  under 
similar  cost  standards. 

(2)  Contractor  oonsibuiioos  to  any  pension  or  other  i 
postretiremem  benefit,  profit-sharing  or  employee  stock  I 
ownership  plan  funds  that  ate  paid  quarterly  or  more 
often  may  be  included  in  indirea  costs  for  payment  pur¬ 
poses;  Provided,  that  the  Contractor  pays  the  contribu¬ 
tion  to  the  fund  within  30  days  after  the  close  of  the 
period  covered.  Payments  made  30  days  or  more  after 
the  close  of  a  period  shall  not  be  included  until  the 
Contractor  actuidly  makes  the  payment  Accrued  costs 
for  such  contributions  that  are  paid  less  often  than  quar¬ 
terly  shall  be  excluded  from  indirect  costs  for  payment 
purposes  until  the  Contractor  acuially  makes  the  pay¬ 
ment 

(3)  Notwithstanding  the  audit  and  adjustment  of 
invoices  or  vouchen  under  paragraph  (g)  below,  allow¬ 
able  indirea  costs  under  this  contract  shall  be  obtained 
by  applying  indirea  cost  rates  established  in  accordance 
with  paragraph  (d)  below. 

(4)  Any  statements  in  specifications  or  odwr  docu¬ 
ments  incorporated  in  this  contract  by  reference  desig¬ 
nating  performance  of  services  or  furnishing  of  materi¬ 
als  at  the  Contractor's  expense  or  at  no  cost  to  the 
Government  shall  be  disegarded  for  purposes  of  cost- 
reimbursement  unde  this  clause. 

(c)  Small  business  concerns.  A  small  business  concern 
may  be  paid  more  often  than  every  2  weeks  and  may 
invoice  and  be  paid  for  recorded  costs  for  items  or  services 
purchased  dire^y  for  the  contract,  even  diough  the  ooo- 
cern  has  not  ye  p^  for  thoee  itenu  or  services. 

(d)  Final  indireci  east  rates.  (1)  Final  annual  indirea 
COM  rases  and  the  appropriate  bases  shall  be  eitaUished  in 
accordance  with  Subpart  42.7  of  the  Fbderal  AcquisitiaB 
Regulation  (FAR)  in  effect  for  the  period  covered  by  the 
indirea  COM  rate  proposal. 

(2)  Tlie  Contractor  shall,  within  90  days  after  the 
expiration  of  each  of  is  fiscal  yean,  or  by  a  loer  date 
appoved  by  the  Contracting  Officer,  submit  m  the  cog¬ 
nizant  Contracting  Officer  reaponaible  for  its 

rinalindireaooMratesand,ifrequiredbya|eocyprooe- 
duree,  to  the  cognizaru  audit  activity  propoaed  final  indt- 
rea  coat  rates  for  diat  period  and  npportiag  cost  data 
apediying  the  contract  and^  subcoturaa  to  which  die 
ratea  apply.  The  proposed  rates  shall  be  baaed  on  dm 
„  Contractor’s  actual  coat  experience  for  tha  period.  The 
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^>propriate  Covenunent  lepresenutive  and  Gxttncior 
ih^  establish  the  final  indinct  cost  rates  as  promptly  as 
practical  after  receipt  of  the  Contractor's  pn^X)sal. 

(3)  The  Contractor  and  the  appnqiriaie  Government 
representative  shall  execute  a  vmoen  understanding  set¬ 
ting  forth  the  final  indirect  cost  rates.  The  understanding 
shall  specify  (i)  the  agreed-upon  final  annual  irwlirect 
cost  rates,  (ii)  the  bases  to  which  the  rates  apply,  (iii)  the 
periods  for  which  the  rates  an>ly,  (iv)  any  specific  indi¬ 
rect  cost  items  treated  as  direct  costs  in  the  settlemeot, 
and  (v)  the  affected  contract  and/or  subcontract,  identi¬ 
fying  any  with  advance  agreements  or  special  terms  and 
the  applicable  rates.  The  understanding  shall  not  change 
any  monetary  ceiling,  contract  obligation,  or  specific 
cost  allowance  or  disallowance  provided  tot  in  dUs  con¬ 
tract  The  understanding  is  incorpnated  into  this  con¬ 
tract  iqwn  execution. 

(4)  Failure  by  the  parties  to  agree  on  a  final  annual 
indirect  cost  rate  shall  be  a  dispute  within  the  meaning 
of  the  Disputes  clause. 

(e)  Billing  rates.  Until  final  annual  indirect  cost  rates 
are  established  for  any  period,  the  Government  shall  reim¬ 
burse  the  Contractor  at  billing  rates  esublished  by  the 
Contracting  Officer  or  by  an  authorized  representative  (the 
cognizant  auditor),  subject  to  adjustment  when  the  final 
rates  are  established.  These  billing  rates — 

(1)  Shall  be  the  anticipated  final  rates;  and 

(2)  May  be  prospectively  or  retroactively  revised  by 
mutual  agreement,  at  either  pany's  request,  to  prevent 
substantial  overpayment  or  underpayment. 

(0  Quick-closeout  procedures.  When  the  Contractor 
and  Contracting  Officer  agree,  the  quick<loseout  proce¬ 
dures  of  Subpan  42.7  of  the  FAR  may  be  used. 

(g)  Audit.  At  any  time  or  times  before  final  payment, 
the  Contracting  Officer  may  have  the  Contractor’s  invoices 
or  vouchers  and  statements  of  cost  audited.  Any  payment 
may  be  (1)  reduced  by  amounts  found  by  the  Contracting 
Officer  not  to  constitute  allowable  costs  or  (2)  adjusted  for 
prior  overpayments  or  underpayments. 

(h)  Final  payment.  (1)  The  Contractor  shall  submit  a 
completion  invoice  or  voucher,  designated  as  such,  prompt¬ 
ly  upon  completion  of  the  work,  but  no  later  than  one  year 
(or  longer,  as  the  Conuacting  Offica  may  approve  in  writ¬ 
ing)  from  the  completion  date.  Upon  approval  of  that 
invoice  or  voucher,  and  upon  the  Cwtracior’s  compliance 
with  all  terms  of  this  contract,  the  Government  shall 
promptly  pay  any  balance  of  allowable  costs  and  that  part 
of  the  fee  (if  any)  not  previously  paid. 

(2)  The  Contractor  shall  pay  to  the  Govenunent  any 
refunds,  rebates,  credits,  or  other  amounts  (including 
interest,  if  any)  accruing  to  or  received  by  the 
Contractor  or  any  assignee  under  this  contract,  to  the 
extern  that  those  amounts  are  properly  allocable  to  costs 
for  which  the  Contractor  has  bwn  reimbursed  by  the 
Government.  Reasonable  expenses  incurred  by  the 
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Contractor  for  securing  refunds,  rebates,  credits,  or  i 
other  amounts  shall  be  allowable  cosu  if  approved  by  I 
the  Contracting  Officer.  Before  final  payment  nnder  this 
contract,  the  Contractor  and  each  assignee  whose 
■ssignmeot  is  in  effect  at  the  time  of  final  payment 
execute  and  deliver— 

(i)  An  assignmem  to  the  Government,  in  form  and 
substance  satisfactory  lo  the  Coonactmg  Officer,  of 
refunds,  rebates,  crediu,  or  other  amounts  (including 
interest,  if  any)  properly  allocable  to  coats  for  «4uch 
the  Conuactor  has  been  reimbursed  by  the 
Government  under  this  contract;  and 

(ii)  A  release  discharging  the  Government,  its  (Ul¬ 
cers,  agents,  and  employees  from  all  liabibties,  obli¬ 
gations,  and  claims  arising  out  of  or  under  this  con¬ 
tract,  except — 

(A)  Specified  claims  suied  in  exact  amounts, 
or  in  estimated  amounts  when  the  exact  amounts 
ate  not  known; 

(B)  Claims  (including  reasonable  incidental 
expenses)  based  upon  liabilities  of  the  Contractor 
to  third  parties  arising  out  of  the  performance  of 
this  contract;  provided,  that  the  claims  are  not 
kitown  to  the  (^tractor  on  the  date  of  the  execu¬ 
tion  of  the  release,  attd  that  the  Contractor  gives 
notice  of  the  claims  in  writing  to  the  Coruracting 
Officer  within  6  years  following  the  release  date 
or  notice  trf  final  payment  date,  whichever  is  earU- 
cr.and 

(C)  CTaims  for  reimbursement  of  cosu,  includ¬ 
ing  reasonable  incidental  expenses,  incurred  by 
the  Contractor  under  the  patent  clauses  of  this 
contract,  excluding,  however,  any  expenses  aris¬ 
ing  from  the  Contractor's  indemnification  of  the 
Government  against  patent  liability. 

(End  of  clause) 

(R  7-203.4(a)  1978  SEP) 

(R  7-203.4(b)  1979  MAR) 

(R  7-203.4(cX4Kiv)) 

(R  7-402.3(a)  and  (cXSXiii)) 

(R  7-605.5) 

(R  7-1909.4) 

(R  1-7J02-4) 

(R  1-7203-9) 

(R  1-3.704-1  and  -2) 

(R  l-7.402-3(a) and  (bXD and  (3)) 

(R  1-7.403-9) 
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52^74  Reserved. 

S2.227.9  Refund  oTRoynlUcs. 

As  prescribed  at  27.206>2,  insert  the  following  clause: 
In  soliciUDons  and  contracts  with  an  incentive  fee  ammge- 
ment,  change  “price’*  to  “target  cost  and  target  profit” 
whereva  it  appears: 

REFUND  OF  ROYALTIES  (APR  1984) 

(a)  The  contract  price  includes  certain  amounts  for  roy¬ 
alties  payable  by  the  Contractor  or  subcontractors  or  boA, 
which  amounts  have  been  reported  to  the  Contracting 
Officer. 

(b)  The  term  “royalties”  as  used  in  this  clause  refers  to 
any  costs  or  charges  in  the  nature  of  royalties,  license 
fees,  patent  or  license  amortization  cosu,  or  the  like,  for 
the  use  of  or  for  rights  in  patents  and  patent  applications 
in  connection  with  performing  this  contract  or  any  sub¬ 
contract  hereunder. 

(c)  The  Contractor  shall  furnish  to  the  Contracting 
Officer,  before  final  payment  under  this  contract,  a  state- 
mem  of  royalties  paid  or  required  to  be  paid  in  connection 
with  performing  this  contract  and  subcontracu  hereunder 
together  with  the  reasons. 

(d)  The  Contractor  will  be  compenuted  for  royalties 
reported  under  paragraph  (c)  of  this  clause,  only  to  the 
extent  that  such  royalties  were  included  ji  the  contract 
price  and  ate  determined  by  the  Contracting  Officer  to  be 
properly  chargeable  to  the  Govemmem  and  allocable  to  the 
contracL  To  the  extern  that  any  royalties  that  ate  included 
in  the  contract  price  ate  not  in  fact  paid  by  the  Contractor 
or  are  determined  by  the  Contracting  Officer  not  to  be 
properly  chargeable  to  the  Government  and  allocable  to  the 
contract,  the  conoact  price  shall  be  reduced.  Repaymem  or 
credit  to  the  Govemmem  diaU  be  made  as  the  Contracting 
Officer  directs. 
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(e)  If,  at  any  time  within  3  yeais  after  final  payment 
under  this  contract,  the  Contractor  for  any  reason  is 
relieved  in  whole  or  in  pan  from  the  payment  of  the  roy¬ 
alties  included  in  the  final  contract  price  as  adjusted 
pursuant  to  paragraph  (d)  of  this  clause,  the  Contractor 
■hall  promptly  notify  tte  Contracting  OfTicer  of  that  fact 
and  shall  reimburse  the  Government  in  a  corresponding 
amount 

(f)  The  substance  of  this  clause,  including  this  para¬ 
graph  (0,  shall  be  included  in  any  subcontract  in  which 
theamount  of  royalties  reported  during  negotiation  of  the 
subcontract  exceeds  S2S0. 

(End  of  clause) 

(V  7-104.8(b)  1968  FEB) 


(The  next  page  is  52-123.) 
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52^-11 


52^7-11  Patcat  Right»— ReIcBtioB  by  tbc  Cwtnctor 
(ttortFora). 

As  pmcribed  ki  27303(a),  tnaen  the  following  danse: 

PATENT  RIGirrS-RETENTKW  BY  THE 

CXWnRACTOR  (SHORT  PCXIM)  (TUN  1989} 

(а)  DtfinitiaHS. 

(1)  **lDveiitk)o''  ateans  any  invention  or  disoovety 
which  is  or  ntay  be  patentable  or  otherwise  fraectaUe 
anda  title  3S  ^  the  United  States  Code,  or  any  novd 
variety  of  plant  which  is  or  may  be  protected  imder  the 
Plant  Variety  Protection  Act  (7  U.S.C.  2321,  et  aeq.) 

.  (2)  “Made”  when  used  in  relation  to  any  invention 
means  the  ooncepticn  of  first  actual  reduction  to  prac* 
tice  of  such  invention. 

(3)  “Nonprofit  organization"  means  a  oiiveRity  or 
other  institution  of  higher  education  or  an  organization 
of  the  type  described  in  section  S01(c)(3)  of  the  Internal 
Revenue  Code  of  1954  (26  U.S.C.  S01(c))  and  exempt 
from  taxation  under  section  SO  1(a)  of  the  Internal 
Revenue  Code  (26  U.S.C.  S01(a))  or  any  nonprofit  sci¬ 
entific  or  educational  organization  qualified  under  a 
state  nonprofit  organization  statute. 

(4)  “Pracdcal  ^rplicadon"  means  to  manufacnne,  in 
the  case  of  a  composition  of  product:  to  practice,  in  the 
case  of  a  process  or  method,  or  to  operate,  in  the  case  of 
a  machine  or  system:  and,  in  each  case,  under  such  con¬ 
ditions  as  to  eaablish  that  the  invention  is  being  utilized 
and  that  is  benefits  are,  to  the  extent  permitted  by  law  or 
Government  regulations,  available  to  the  public  on  rea- 
aonabie  terms. 

(5)  “Small  business  firm"  means  a  small  business 
concern  as  defined  at  section  2  of  Pub.  L.  85-S36  (IS 
U.S.C.  632)  and  implementing  regulations  of  the 
Administrator  of  the  Small  Business  Administration. 
For  the  purpose  of  this  clause,  the  size  standards  for 
aroali  business  concerns  involved  in  Govenunent  pro¬ 
curement  and  subcontracting  at  13  CFR  1213-8  and  13 
CFR  1213-12.  respectively,  will  be  used. 

(б)  “Subjea  invemion”  means  any  invention  of  the 
contractor  conceived  or  first  actually  reduced  to  practice 
in  the  performance  of  work  under  this  contract,  provided 
that  in  the  caae  of  a  variety  of  plant,  the  due  of  detenni- 
aation  (as  defined  in  section  41(d)  of  the  Plant  \btiety 
Praieciioo  Act,  7  U3.C.  2401(d))  must  also  occur  dur¬ 
ing  the  period  of  contract  performance. 

(b)  Alloauioit  of  principal  rights.  The  Contractor  may 
retain  the  entire  right,  title,  and  interest  throughout  the 
world  to  each  subject  invention  subject  to  the  provisions  of 
this  clause  md  35  U.S.C.  203.  With  nspeci  to  any  subject 
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iaventiao  in  which  the  Coatmeur  leains  title,  the  Federal 
Govenraeat  Aall  have  a  aonexduaivt,  aoniransfeable. 
iiievocable.  paid-ep  Bccnae  to  practice  or  have  practiced 
for  or  on  behalf  of  foe  United  States  foe  subject  inventioo 
foroaghoot  foe  world. 

(c)  tmaaioH  dudosure,  election  eftitie,  and  filing  of 
patent  applieation  by  Contactor.  (1)  The  CoMsactor  win 
disdoer  each  ntject  iaventioo  to  tte  Federal  agency  with¬ 
in  2  Bonfos  after  foe  inveatar  discloses  it  in  writing  to 
CooBactor  petsonad  lopoiuibie  for  pment  inatiets.  The 
foackaiBe  to  foe  ageacy  shall  be  ia  ite  farm  of  a  written 
report  end  diall  identify  foe  cooiraa  ander  afoich  the 
taventfon  was  made  end  foe  iavemoKs).  It  shall  be  snfifi- 
ekatly  complete  in  technical  detail  to  convey  ■  clev 
andwiiinding  to  foe  extent  known  at  foe  time  of  the  disclo- 
■■e,  of  foe  aanoe,  purpose,  operation,  and  die  physical, 
chemical,  biological  or  electrical  characteristics  of  die 
invention.  The  disclosure  diall  also  identify  any  publica¬ 
tion.  on  tale  or  public  use  of  the  inventian  and  adieifaer  a 
manuscript  descAing  the  invention  has  been  submitted  for 
publication  and,  if  ao,  whether  it  has  been  accepted  for 
publication  at  the  time  of  disclosure.  In  addition,  after  dis- 
dosure  to  the  agency,  the  Contractor  will  promptly  notii^ 
the  agency  of  the  acceptance  of  any  manuscript  dmcrihinf 
the  inveation  for  publication  or  of  any  on  sale  or  public  use 
planned  by  the  Cmtractor. 

(2)  The  Contracior  win  elea  in  writing  whether  or  not 
to  retain  title  to  any  such  invention  by  notifying  the 
Federal  agency  within  2  years  of  disclosure  to  the  Federal 
agency.  However,  in  any  case  where  publication,  on  aJe 
or  public  use  has  initiated  the  1-year  statutory  period 
wherein  valid  patent  protection  can  still  be  obtained  in  the 
United  States,  the  period  for  election  of  title  may  be  foon- 
ened  by  foe  agency  to  a  date  itiai  is  no  mote  foan  60  days 
prior  to  foe  end  of  the  sotutory  period 

(3)  The  Coniracior  will  file  its  initial  patent  ^iplica- 
tion  on  a  subjea  invention  to  which  it  elects  to  retain 
title  within  1  year  after  election  of  title  or,  if  earikt, 
prior  to  the  erid  of  any  statutory  period  wherein  valid 
patent  protection  can  te  obtained  in  the  United  States 
after  a  publication,  on  aale,  or  public  use.  The 
Contractor  will  file  patent  applications  in  additiotal 
countries  or  inremational  patetu  offioes  within  eitlia  K) 
Booths  of  the  oonresponding  initial  pateat  application  or 
6  months  from  the  date  permission  is  granted  by  tihe 
OommiBinoer  of  Patents  and  TMetnatIcs  to  file  foreign 
patent  sgiplications  where  andi  filing  has  been  prohibit¬ 
ed  by  a  Secrecy  Order. 

(4)  Raquestt  for  exiensioa  of  foe  time  for  diadoaare 
election,  and  filing  aider  wbpaagnpbs  (cXl).  (2).  md 
(3)  of  this  clause  may,  at  foe  diaoetion  of  foe  agency  ,  be 
granted 

(d)  Conditions  when  the  Government  may  obtain  tide. 
The  Conirecior  will  convey  to  the  Federal  agency,  upon 
wrinen  request  title  to  any  subjea  fovention— 
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(1)  If  the  Conmcnr  Irdls  to  dtKloae  or  elect  tUe  ID 
the  Bibjea  iavealioa  within  die  tunes  specified  in  pnin- 
gnph  (c)  of  this  claiiae.  or  elects  not  to  retain  title;  pro¬ 
vided,  ttat  die  ^ency  may  only  teqneat  dtle  within  60 
days  after  leamim  of  the  Ciilnre  of  the  Contractor  lo 
diackMe  or  elect  wUhin  die  specified  dnes. 

(2)  In  tera  countries  in  educh  die  CoBiiaciarlttlsB 
file  patent  implications  within  the  times  specified  in 
pangnph  (c)  of  this  danm;  provided,  however,  that  if 
the  Contractor  hat  filed  a  patent  application  in  a  coonny 
after  the  times  specified  in  paragraph  (c)  of  this 
claiise,bttt  prior  m  its  receipt  of  the  writmn  lemieat  of 
the  Federal  agency,  the  CMtractor  shall  continue  to 
retain  title  in  that  country. 

(3)  b  any  country  in  which  dm  Contracair  decides 
not  B  condnue  the  prosecudon  of  any  ap^icadon  for.  to 
pay  the  maintenance  feet  on,  or  defend  m  reesamina- 
donor  opposition  proceeding  on,  a  patent  on  a  subject 
bvendotL 

(e)  Uieiiman  righu  to  Contractor  and  prouction  of 
the  Contractor  right  to  file.  (1)  The  Contractor  will 
retain  a  nonexclusive  ro)^ty-ftee  license  throughout  the 
world  in  each  subject  invention  to  which  the  Government 
obtains  dtle,  except  if  the  Contractor  fails  to  discloae  the 
invendon  within  the  times  apecified  in  paragraph  (c)  of 
this  clause.  The  Contractor's  license  extends  to  iu 
domestic  subsidiary  and  affiliates,  if  any,  within  the  cor¬ 
porate  structure  of  which  the  Contractor  is  a  party  and 
bcludes  the  right  to  grant  sublicenses  of  the  same  scope 
to  the  extent  the  Contractor  was  legally  obligated  to  do 
so  at  the  time  the  contract  was  awarded.  The  license  is 
transferable  only  with  the  approval  of  the  Federal  agen¬ 
cy.  except  when  transferred  to  the  successor  of  dial  part 
of  the  Contractor’s  business  to  which  the  invention  per¬ 
tains. 

(2)  The  Contractor's  domestic  license  may  be 
revoked  or  modified  by  the  funding  Federal  agency  to 
the  extent  necessary  to  achieve  expeditious  practical 
application  of  subject  invention  pursuant  to  an  applica- 
lion  for  an  exclusive  license  submitted  u  accortbnce 
with  applicable  provisions  at  37  CFR  Pan  404  and 
agency  licensing  regulations  Cif  any).  This  license  will 
aol  be  revoked  b  that  field  of  use  or  the  geographical 
areas  b  which  the  Cootncior  has  achieved  practical 
application  and  coaibues  to  make  the  benefiu  of  the 
bvention  reasonably  accessible  to  the  public.  The 
liceaae  b  any  foreign  counoy  may  be  revoked  or  mod¬ 
ified  at  the  diacretioo  of  the  funding  Federal  agency  to 
the  extent  the  Conoacior,  iu  licensees,  or  the  domestic 
subsidiaries  or  affiliates  have  failed  to  achbve  practi¬ 
cal  application  b  that  foreign  country. 

(3)  Before  revocation  or  modification  of  the 
Ikense,  the  funding  Federal  agency  will  furnish  the 
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Contractor  a  written  notice  of  itt  intention  to  revoke  or 
Bwdify  the  license,  and  the  Conoactor  will  be  allowed 
30  da^  (or  sack  other  time  at  may  be  authorbed  bf 
the  ftnidiim  Federal  agency  for  go^  cause  shown  by 
foe  Contractor)  after  the  aotice  to  Show  cause  why  the 
liceaae  should  not  be  revoked  or  modified.  The 
Conncior  has  foe  to  appfol.  b  accordance  with 
spplicaMe  ragubtions  b  37  CFR  Part  404  and  agency 
regulations,  if  aay,  concerning  foe  Itceasing  of 
Govenmcat-owned  bventions,  aay  decision  concern- 
bg  the  revocation  or  modificatioerf  the  license. 

(0  Contractor  action  to  protect  the  Government's 
taterest.  (1)  The  Contractor  agrees  to  execute  or  to  have- 
executed  and  promptly  deliver  to  the  Federal  ogency  all 
bspuniatts  necessary  to  (i)  rsraWiih  or  confirm  the  li^u 
die  Oovenment  hat  throu^iout  the  world  b  dioee  stibject 
bventions  to  which  the  Contractor  elects  to  retab  tide, 
and  Gi)  convey  title  to  die  Federal  agency  when  requested 
under  pangnph  (d)  of  this  clause  and  to  enable  the 
Covernment  to  obtab  patent  protection  throughout  the 
world  b  that  subject  bvention. 

Cl)  The  Cootractar  ^rees  to  lequiR.  by  written  agree¬ 
ment,  kt  enmioyees,  other  than  clencal  sod  nonaBcbnical 
ceoployeet.  to  disclose  prampdy  b  writing  to  personnel 
ideiuified  as  icaponsihle  fat  die  sdauniantion  of  patent 
mauen  and  b  a  format  auggesud  by  die  Connactor  each 
tubjea  bvention  made  under  contract  b  order  that  die 
Conauacr  can  comply  with  the  disclosiae  provisions  of 
paragraph  (c)  of  this  clause,  and  to  execuu  all  papers  nec- 
easary  id  file  patent  mpibations  on  subjea  bventions  and 
ID  esifoiifo  foe  Govonment's  lighs  b  the  subjea  bven¬ 
tions.  This  diaclasue  format  should  require,  as  a  mbi- 
mian,  the  bformation  required  by  subparagraph  (cXl)  of 
dus  clause.  The  Contracmr  diaD  bsmia  such  enqifoyees. 
fomigb  employee  agreements  or  ofoer  suitable  educiaian- 
ai  promami  on  die  importance  of  fcpanbg  bventions  b 
aidficiem  time  to  permit  die  filov  of  patent  appUcations 
pnor  K>  U.S.  or  foreip  auaraory  bars. 

(3)  The  Conuacav  will  notify  die  Federal  apncy  of 
any  deciaons  am  ■>  continue  foe  prosecution  of  a  parent 
application.payinabienancefces.ordefendbareexami- 
nation  or  opposition  proceeding  on  a  parent,  b  any  coun- 
dy,  not  leas  than  30  days  before  the  expiration  of  the 
laaponae  period  required  by  foe  rdevant  parent  office. 

(4)  The  Coutracior  agrees  to  include,  withb  the 
apecificatiou  of  aay  United  Stases  patent  application 
and  any  parent  issuing  thereon  covering  a  subject 
bvention,  the  foUowing  atarentnut.  This  bvention 
was  made  with  Government  support  under  (identify  the 
contract)  awarded  by  (identify  foe  Federal  agency). 
The  Government  has  ceitab  ri^re  b  the  bvention.” 
(g)  Saheontractt.  (I)  The  Connsstor  will  bcbde  this 

clause,  aaiiahly  modified  lo  identify  the  parties,  b  al  siib- 
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conoicts,  regardless  of  tier,  for  experimental,  develcproen- 
Ul,  or  research  work  to  be  performed  by  a  small  business 
litm  (V  domestic  nonprofu  organization.  The  subcontractor 
will  retain  all  rights  provided  for  the  Contractor  in  this 
clause,  and  the  Contractor  will  not,  as  pan  of  the  consideta- 
tion  for  awarding  the  subcontract,  obtain  rights  in  the 
subcontractor's  subject  inventions. 

(2)  The  Contractor  will  include  in  all  other  subcon¬ 
tracts.  regardless  of  tier,  for  experimental,  developmen¬ 
tal,  or  research  work  the  patent  rights  clause  requited  by 
Subpart  27  J. 

(3)  In  the  case  of  subcontracts,  at  any  tier,  the  agen¬ 
cy,  subcontracuv,  and  the  Contractor  agree  that  the 
mutual  obUgations  of  the  parties  created  by  this  clause 
constiaite  a  contract  between  the  subcontractor  and  the 
Federal  agency  with  req;)ect  to  the  matters  coveted  by 
the  clause;  provided,  however,  that  nothing  in  this  para¬ 
graph  is  intended  to  confer  any  jurisdiction  under  the 
Contract  Disputes  Act  in  conttection  with  proceedings 
under  paragraph  (j)  of  this  clause. 

(h)  Reporting  on  utilization  of  subject  inventions.  The 
Contractor  agrees  to  submit,  on  request,  periodic  reports  no 
more  frequently  than  annually  on  the  utilization  trf  a  sub¬ 
ject  invention  or  on  efforts  at  obtaining  such  utilization  that 
are  being  made  by  the  Contractor  or  its  licensees  or 
assignees.  Such  reports  shall  include  information  regard¬ 
ing  the  status  of  development,  date  of  first  commercial  sale 
or  use,  gross  royalties  received  by  the  Contractor,  and  such 
other  data  and  information  as  the  agency  may  reasonably 
^lecify.  The  Contractor  also  agrees  to  provide  arldition^ 
reports  as  may  be  requested  by  the  agency  in  connection 
with  any  march-in  proceeding  undertaken  by  the  agency  in 
accordance  with  paragraph  (j)  of  this  clause.  As  required 
by  35  U.S.C.  202(cX5),  the  agency  agrees  it  will  not  dis¬ 
close  such  information  to  persons  outside  the  Government 
without  permission  of  the  Contractor. 

(i)  Preference  for  United  States  industry. 
Notwithstanding  any  other  provision  of  this  clause,  the 
Contractor  agrees  that  neither  it  nor  any  assignee  will  grant 
to  any  person  the  exclusive  right  to  use  or  sell  any  subject 
invention  in  the  United  States  unless  such  person  agrees  that 
any  product  embodying  the  subject  invention  or  produced 
through  the  use  of  the  subject  invention  will  be  manufac¬ 
tured  substantially  in  the  United  States.  However,  in  indi¬ 
vidual  cases,  the  tequitemem  for  such  an  agreement  may  be 
waived  by  the  Federal  agency  upon  a  showing  by  the 
Contractor  or  its  assignee  that  reasonable  but  unsucc^ul 
efforts  have  been  made  to  grant  licenses  on  similar  terms  to 
potential  licensees  that  would  be  likely  to  manufacture  sub¬ 
stantially  in  the  United  States  or  that  aider  the  circumstances 
domestic  manufacture  is  not  commercially  feasible. 

0)  March-in  rights.  The  Contractor  agrees  that,  with 
respect  to  any  subject  invention  in  which  it  has  acquired 
title,  the  Fed^  agency  has  the  right  in  accordance  with 
the  procedures  in  37  CFR  401.6  and  any  supplemental  reg¬ 


ulations  of  the  agency  to  require  the  Contractor,  an 
assignee  or  exclusive  licensee  of  a  subject  invention  to 
grant  a  nonexclusive,  partially  exclusive,  or  exclusive 
license  in  any  field  ttf  use  to  a  responsible  qiplicant  or 
applicants,  upon  terms  that  are  reasoiiable  under  the  cir¬ 
cumstances,  and  if  the  Contractor,  assignee,  or  exclusive 
licensee  lefiises  such  a  request  the  Federal  agency  has  the 
light  to  grant  such  a  license  itself  if  the  Fbdeial  agency 
detominesthat — 

(1)  Such  action  is  necessary  because  the  Coonactar 
V  assignee  has  not  taken,  or  is  not  expected  to  take 
within  a  reasonable  time,  effective  steps  to  achieve  prac¬ 
tical  application  of  the  subject  invention  in  such  field  of 
nse; 

(2)  Such  action  is  necessary  to  alleviate  health  or 
safety  needs  which  ate  not  reasonably  satisfied  fay  ihe 
Contractor,  assignee,  or  their  licensees; 

(3)  Such  action  is  necessary  to  meet  requirements 
for  public  use  specified  by  Fed^  regulations  and  such 
requirements  are  not  reasonably  satisfied  by  the 
Contractor,  assignee,  or  licensees;  or 

(4)  Such  action  is  necessary  because  the  agreement 
required  by  paragraph  (i)  of  this  clause  has  not  been 
obtained  or  waived  or  because  a  Ucensee  of  the  exclu¬ 
sive  right  to  use  or  sell  any  subject  invention  in  the 
United  States  is  in  breach  of  such  agreement 

(k)  Special  provisions  for  contracts  with  nonprofit 
organizations.  If  the  Contractor  is  a  nonprofu  organiza¬ 
tion.  it  agrees  that — 

(1)  Rights  to  a  subject  invention  in  the  United  States 
may  not  be  assigned  without  the  approval  of  the  Federal 
agency,  except  where  such  assignment  is  made  to  an 
organization  which  has  as  one  of  its  primary  functions 
the  management  of  inventions;  provided,  that  such 
assignee  will  be  subject  to  the  same  provisions  as  the 
Ctmiractor; 

(2)  The  Contractor  will  share  royalties  collected  on  a 
subject  invention  with  the  inventor,  including  Federal 
employee  co-inventors  (when  the  agency  deems  it 
appropriate)  when  the  subject  invention  is  assigned  in 
accordance  with  35  U.S.C.  202(e)  and  37  CFR  401.10; 

(3)  The  balance  of  any  royalties  or  income  earned  by 
Ihe  Contractor  with  respect  to  subjea  inventions,  after 
payment  of  expenses  (including  payments  to  mventors) 
incidenul  to  the  administration  of  subject  inventions 
will  be  utilized  for  the  sappon  of  adentific  research  or 
education;  and 

(4)  It  will  make  efforts  that  are  reasonable  under  the 
drcumsances  to  attraa  licensees  of  subjeo  inventions 
that  are  small  business  films,  and  that  it  will  give  a  pref¬ 
erence  to  a  mall  business  firm  when  licensing  a  subjea 
invention  if  the  Contractor  determines  that  the  mall 
business  firm  has  a  plan  v  proposal  for  tioiketing  the 
invention  which,  if  execut^,  is  equally  as  likely  au 
bring  the  invention  to  practical  applicatian  as  any  jdans 
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or  proposals  from  applicams  thai  are  not  small  business 
firms;  provided,  that  the  Contractor  is  also  satisfied  that 
the  tmaii  business  finn  has  the  capability  and  resources 
to  carry  out  its  plan  or  proposal.  The  dKision  whether 
to  give  a  preference  in  any  specific  case  will  be  at  the 
discretion  of  the  contractor.  However,  the  Contractor 
agrees  that  the  Secretary  of  Commerce  may  review  the 
Contractor's  licensing  program  and  decisions  regarding 
snail  business  applicants,  and  the  Contractor  will  nego* 
tiaie  changes  to  its  licensing  policies,  procedures,  or 
practices  with  the  Secretary  of  Commerce  when  the 
Secretary's  review  discloses  that  the  Contractor  could 
take  reasonable  steps  to  more  effectively  implement  the 
requirements  of  this  subparagraph  (kX4). 

0)  Communications. 

(Complete  according  to  agency  instructions.) 

(End  of  clause) 

AUernate  I  (JUN  1989).  As  prescribed  in  27303(aK3). 
add  the  following  sentence  at  the  end  of  paragraph  (b)  of 
the  basic  clause: 

The  license  shall  include  the  right  of  the  Government  to 
sublicense  foreign  governments,  their  nationals  and  inter¬ 
national  organizations  pursuant  to  the  following  treaties  or 

international  agreements:  . * 

['Contracting  Officer  complete  with  the  names  of  appli¬ 
cable  existing  treaties  or  international  agreements.  The 
above  language  is  not  intended  to  apply  to  treaties  or  agree¬ 
ments  that  are  in  effect  on  the  date  of  the  award  but  are  not 
listed.] 

AUernate  It  (JUN  1989).  As  prescribed  in  27.303(a)(3), 
add  the  following  sentence  at  the  end  of  paragraph  (b)  of 
the  basic  clause: 

The  agency  reserves  the  right  to  unilaterally  amend  this 
contract  to  identify  specific  treaties  or  international  agree¬ 
ments  entered  into  or  to  be  entered  into  by  the  Government 
after  the  effective  date  of  the  contract  and  effectuate  those 
license  or  other  rights  which  are  necessary  for  the 
Government  to  meet  its  obligations  to  foreign  govern¬ 
ments,  their  nationals  and  international  organizations  under 
such  treaties  or  international  agreements  with  respect  to 
subject  inventions  made  after  the  date  of  the  amendrnettt. 

Alternate  III  (JUN  1989).  As  prescribed  in 
27J03(aX4).  substitute  the  following  in  place  of  subpara¬ 
graph  (kX3)  of  the  basic  clause: 

O)  After  payment  of  patenting  costs,  licensing  costs, 
payments  to  inventors,  and  otha  expenses  incidental  lo 
the  administration  of  subject  inventions,  the  balance  of 
any  royalties  or  income  earned  and  retained  by  the 
Coniractar  during  any  fiscal  year  on  subject  inventions 
under  this  or  any  successor  contract  containing  the  same 
lequirtment,  up  to  ny  amount  equal  to  S  percent  of  the 
bu^t  of  the  facility  for  that  fis^  year,  shall  be  used 
by  the  Contractor  for  the  scientific  research,  develop¬ 
ment,  and  education  consistent  with  the  research  and 
development  mission  and  objectives  of  the  facility, 
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inchidiitg  activities  that  increase  the  licensing  pnw"«i»t 
of  other  inventions  of  the  facility.  If  the  bahmce 
exceeds  S  percent,  75  percent  of  the  excess  above  S  per¬ 
cent  shall  be  paid  by  the  Contractor  to  the  Treaamy  of 
the  United  States  and  the  remaining  25  percem  dhall  be 
used  by  the  Contractor  only  for  the  same  purpoaes  as 
described  above.  To  the  extent  it  provides  the  arost 
effective  technology  transfer,  the  licensing  of  snbject 
inventions  shall  be  administered  by  Connactor  em^oy. 
ees  on  location  at  die  freility. 

Alternate  IV  (JUN  1989).  As  prescribed  in  27-303(aXS). 
include  the  ftdlowing  subparagraph  in  paragr^di  (0  of  the 
basic  clause: 

(5)  The  Contractor  shaO  esublish  and  maintain 
active  and  effective  procedures  to  ensure  that  subject 
inventions  are  prompdy  ideiuified  arxl  timely  diarlosrd. 
and  shall  submit  a  des^ption  of  the  procedures  to  the 
Contracting  Officer  so  thu  the  Contracting  Officer  may 
evaluate  and  determine  their  effectiveness. 

52-227*12  Patent  Righto— Retention  by  the  Contractw’ 
(Long  Form). 

As  prescribed  at  27-303(b).  insert  the  following  clause: 
PATENT  RIGHTS— RETENTION  BY  THE 
CONTRACTOR  (LONG  FORM)  (JUN  1989) 

(a)  Definitions.  ‘‘Invention”  means  any  invention  or  dis¬ 
covery  which  is  or  may  be  patenuble  or  otherwise  pro- 
tecuble  under  title  35  of  the  United  States  Code  or  any 
novel  variety  of  plant  that  is  or  may  be  protectable  under 
the  Plant  Variety  Protection  Act  (7  U.S.C.  2321,  et  leq.). 

“Made”  whm  used  in  relation  to  any  inventioD  means 
the  conception  or  first  actual  reduction  to  practice  of  such 
invention. 

‘‘Nonprofit  organizarion"  means  a  domestic  university 
or  other  institution  of  higher  education  or  an  organization 
of  the  type  described  in  section  501(cX3)  of  the  bnernal 
Revenue  Code  of  1954  (26  U.S.C.  501(c))  and  exempt 
from  taxation  under  section  501(a)  of  the  Internal  Revenue 
Code  (26  U.S.C.  501(a))  or  any  nonprofit  scientific  or  edu¬ 
cational  organization  qualified  under  a  state  nonprdit  or¬ 
ganization  stotute. 

Tractical  application”  means  lo  mani^cture  indie  case 
of  a  composition  or  product,  to  practice  in  the  case  of  a 
process  or  method,  or  to  operate  in  the  case  of  a  machine  or 
system;  and,  in  each  case,  under  such  oondidous  as  to 
establish  that  the  invention  is  being  utilized  and  that  its 
benefui  are,  to  the  extent  permitted  by  law  or  Government 
regulations,  available  10  the  public  on  reasonable  terms. 

‘Small  business  firm”  means  a  small  busmes  oireoern  as 
defined  at  section  2  of  Ptdi.  L.  85-536  (15  U.S.C.  02)  and 
hiqilemeniiiv  r^ulations  of  the  Aikninistraiar  of  ta  Small 
Business  Administraiion.  For  the  purpose  of  dtisetaBse,  die 
size  standards  for  small  busineu  concerns  involved  n 
Government  procurement  and  subcontracting  at  13  CFR 
1213-8  and  13  CFR  121 3-12.  lespecdvdy.  will  be  reed. 
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“Subject  invention”  menns  any  invention  of  the 
Contractor  conceived  or  first  actually  reduced  to  piactice  in 
the  performance  of  work  under  this  contract;  provided,  that 
in  the  case  of  a  variety  of  plant,  the  date  of  determination 
(as  defined  in  section  41(d)  of  the  Plant  Variety  Protection 
Act,  7  US.C.  2401(d))  must  also  occur  during  period  of 
contract  performance. 

(b)  AUocatioH  of  prin^fol  rights.  The  Contractor  may 
elect  to  retain  the  entire  ri^  title,  and  interest  throughout 
the  world  to  each  subject  invention  subject  to  Ae  provi¬ 
sions  of  this  f  iMicf.  and  35  U.S.C.  203.  Vrlth  respect  to  any 
subject  invention  in  which  the  Contractor  elects  to  retain 
title,  the  Federal  Government  shall  have  a  rmnexclusive, 
nontransferable,  irrevocable,  paid-up  license  to  practice  or 
have  practiced  for  or  on  behalf  of  the  United  States  the 
subject  invention  throughout  the  world. 

(c)  Invention  disclosure,  election  title,  and  filing  of 
patent  applications  by  Contractor.  (1)  The  Contractor 
shall  disclose  each  subject  invention  to  the  Contracting 
Officer  within  2  months  after  the  inventor  discloses  it  in 
writing  to  Contractor  personnel  responsible  for  patent  mat¬ 
ters  or  within  6  months  after  the  Contractor  becomes 
aware  that  a  subject  invention  has  been  made,  whichever 
is  earlier.  The  disclosure  to  the  Contracting  Officer  shall 
be  in  the  form  of  a  written  report  and  shall  identify  the 
contract  under  which  the  invention  was  made  and  the 
inventor($).  It  shall  be  sufficiently  complete  in  technical 
detail  to  convey  a  clear  understanding,  to  the  extent  known 
at  the  time  of  the  disclosure,  of  the  nature,  purpose,  opera¬ 
tion,  and  physical,  chemical,  biological,  or  electrical  char¬ 
acteristics  of  the  invention.  The  disclosure  shall  also  iden¬ 
tify  any  publication,  on  sale, pubUc  use  of  the  invention 
and  whether  a  manuscript  describing  the  invention  has 
been  submitted  for  pubUcation  and,  if  so.  whether  it  has 
been  accepted  for  publication  at  the  time  of  disclosure.  In 
addition,  after  disclosure  to  the  Contracting  Officer,  the 
Contractor  shall  promptly  notify  the  Contracting  Officer 
of  the  acc^tance  of  any  manuscript  describing  the  inven¬ 
tion  for  publication  or  of  any  on  sale  or  public  use  planned 
by  the  Contractor. 

(2)  The  Contractor  shall  elect  in  writing  whether  or 
not  to  retain  title  to  any  such  invention  by  notifying  die 
Federal  agency  at  the  time  of  disclosure  or  within  8 
months  of  disclosure,  as  to  those  countries  (including 
the  United  Stttes)  in  which  the  Contractor  will  retain 
title;  provided,  that  in  any  case  where  publication,  on 
aale,  or  public  use  has  initiated  the  1-year  statutory  peri¬ 
od  wherein  valid  patent  protection  can  still  be  obtained 
in  the  United  States,  the  period  of  election  of  title  may 
be  shortened  by  the  agency  to  a  date  that  is  no  more 
than  60  days  prior  to  the  end  of  the  statutory  period. 

(3)  The  Cmtracior  riiall  file  its  initial  patent  appUca- 
lion  on  an  elected  invention  within  1  year  after  elation 
or,  if  earUer,  prior  to  the  end  of  any  stauitory  period 
wherein  valid  patent  protection  can  be  obtmned  in  the 


United  Slates  afiier  a  publication,  on  sale,  or  public  use. 
Ihe  Contractor  shall  file  patem  applications  in  addition¬ 
al  countries  Qncluding  tie  Europw  Patem  Office  wd 
wodtt  the  fttent  Cooperation  iWaty)  within  mdier  10 
BBonths  of  the  coneqwnding  inhial  patem  qiplicaiion  or 
6  months  from  the  date  permission  is  granted  by  die 
Commissioner  of  Ptfents  and  Trademarks  to  file  foreign 
patem  appUcadons  where  such  filing  has  been  prahibk- 
ed  by  a  Secrecy  Older. 

(4)  Requests  for  exieasioo  of  the  time  for  disciasme 
to  ihe  ConBacdng  OSica.  election,  and  filing  may.  at 
the  discretion  of  the  funding  Federal  aponcy,  be  granted, 
and  will  normally  be  granted  unless  the  Contracting 
Officer  has  reason  to  believe  that  a  particular  extensioo 
would  prejudice  the  Govemmem’s  interest. 

(d)  Conditions  when  the  Government  may  obtain  title. 
The  Contractor  shall  convey  to  the  Federal  agency,  npon 
written  request,  title  to  any  subject  invention — 

(1)  If  the  Contractor  elects  not  to  retain  title  to  a  sub¬ 
ject  invemion; 

(2)  If  the  Contractor  foils  to  disclose  or  elect  the  sub¬ 
ject  invention  within  the  times  qiecified  in  paragrqih  (c) 
above  (the  agency  may  only  requea  title  within  60  days 
after  learning  of  the  Contractor’s  failure  to  report  or 
elect  within  the  specified  times); 

(3)  In  those  countries  in  which  the  Contractor  foils  to 
file  patent  applications  within  the  time  qiecified  in  para¬ 
graph  (c)  above;  provided,  however,  that  if  the 
Contractor  has  filed  a  patent  application  in  a  country 
after  the  times  specific  in  paragraph  (c)  above,  but 
prior  to  its  receipt  of  the  written  request  of  d-e  Federal 
agency,  the  Contractor  shall  continue  to  retain  title  in 
that  country;  or 

(4)  In  any  country  in  which  the  Contractor  decides 
not  to  continue  the  prosecution  of  any  applicaiion  for.  to 
pay  the  maintenance  fees  on,  or  defend  in  reexamination 
or  opposition  proceeding  on.  a  patent  on  a  subject 
invention. 

(e)  Minimum  rights  to  Contractor.  (1)  The  Contractor 
shall  retain  a  nonexclusive,  royalty-free  license  throughout 
the  world  in  each  subject  invention  to  which  the 
Government  obtains  title  except  if  the  Cmtncior  foils  to 
disclose  the  subject  invention  within  the  times  specified  in 
paragraph  (c)  above.  The  (^tractor's  boense  extends  to  its 
domestic  subsidiaries  and  affiliates,  if  any.  within  the  oar- 
poraie  structure  of  which  the  Contractor  is  a  part  amj 
includes  the  right  to  grant  suMiccnses  of  the  same  scope  ic 
the  extent  the  Contractor  was  legaDy  obligated  to  do  ao  ai 
the  time  the  contract  was  awarded.  The  license  is  transfer^ 
able  only  with  the  qtproval  of  the  funding  Federal  ^enc] 
except  when  transferred  to  the  successor  of  that  pan  of  dn 
Coomior’s  business  to  which  the  inveation  pertains. 

(2)  The  Conuactor’s  domestic  license  may  bt 
revoked  or  modified  by  the  funding  Federal  agency  u 
the  extent  necessary  to  achieve  expeditious  piactica 
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application  of  the  subject  invention  pursuant  to  an  appli¬ 
cation  for  an  exclusive  license  submitted  in  accordance 
with  applicable  provisions  in  the  Federal  Property 
Management  Regulations  and  agency  licensing  regula¬ 
tions  (if  any).  This  license  shall  not  be  revoked  in  that 
field  of  use  or  the  geographical  areas  in  which  the 
Contractor  has  achieved  practical  ^rplication  and  con¬ 
tinues  to  make  the  benefits  of  the  invention  reasotubly 
accessible  to  the  public.  The  license  in  any  foreign 
country  may  be  revoked  or  modified  at  the  discretion  of 
the  fuiiding  Federal  agency  to  the  extent  the  Contractor, 
its  licensees,  or  its  domestic  subsidiaries  or  affiliates 
have  failed  to  achieve  practical  application  in  that  for¬ 
eign  country. 

(3)  Before  revocation  or  modification  of  the  license, 
the  funding  Federal  agency  shall  furnish  the  Contractor 
a  written  notice  of  its  intention  to  revoke  or  modify  the 
license,  and  the  Contractor  shall  be  allowed  30  days  (or 
such  other  time  as  may  be  authorized  by  the  funding 
Federal  agency  for  good  cause  shown  by  the  Contractor) 
after  the  notice  to  show  cause  why  the  Ucense  should 
not  be  revoked  or  modified.  The  Contractor  has  the 
right  to  appeal,  in  accordance  with  applicable  agency 
licensing  regulations  and  37  CFR  404  concerning  the 
licensing  of  Government-owned  inventions,  any  deci¬ 
sion  concerning  the  revocation  or  modification  of  its 
license. 

(0  Consrack  action  to  protect  the  Government's  inter- 
est  (1)  The  Contractor  agrees  to  execute  or  to  have  exe¬ 
cuted  and  promptly  deliver  to  the  Federal  agency  all  instru¬ 
ments  necessary  to  (i)  establish  or  confum  the  rights  the 
Government  has  throughout  the  world  in  those  subject 
inventions  to  which  the  Contractor  elects  to  retain  title,  and 
(ii)  convey  title  to  the  Federal  agency  when  requested 
under  paragraph  (d)  above  and  subparagraph  (nX2)  below, 
and  to  enable  the  Government  to  ^tain  patent  protection 
throughout  the  world  in  that  subject  invention. 

(2)  The  Contractor  agrees  to  require,  by  written 
agreement,  its  employees,  otha  than  clerical  and  non¬ 
technical  employees,  to  disclose  promptly  in  writing  to 
personnel  identified  as  responsible  for  the  administra¬ 
tion  of  patent  matters  and  in  a  format  suggested  by  the 
Contractor  each  subject  invention  made  under  contract 
in  order  that  the  Contractor  can  comply  with  the  disclo¬ 
sure  provisions  of  paragraph  (c)  above,  md  lo  execute 
all  papers  necessary  to  file  patent  applications  on  sub¬ 
ject  inventions  and  to  establish  the  Government’s  rights 
in  the  subject  inventions.  This  diaclosure  format  should 
require,  as  a  minimum,  the  information  required  by  sub¬ 
paragraph  (c)(1)  above.  The  Contractor  shall  instruct 
such  employees  through  employee  agreements  or  other 
suitable  educational  programs  on  the  importance  of 
reporting  inventions  in  sufiicient  time  to  permit  the  fil¬ 
ing  of  patent  applications  prior  to  U.S.  or  foreign  statu¬ 
tory  bars. 
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(3)  The  Contractor  shall  notify  die  Federal  agency  of 
any  decision  not  to  continue  the  proaecution  of  a  patent 
application,  pay  maintenance  fees,  or  defend  in  a  reex¬ 
amination  or  opposition  proceeding  on  a  patent,  in  any 
country,  not  less  than  30  days  before  the  expiration  of 
the  response  period  required  by  the  relevant  patent 
office. 

(4)  The  Contractor  agrees  to  include,  within  the  tpec- 
ification  of  any  United  Stales  patent  ap|dication  and  any 
patent  issuing  thereon  covering  a  subject  invention,  the 
following  statement  This  invention  was  made  with 
Government  support  under  (identify  the  contract) 
awarded  by  (identify  the  Federal  agency).  The 
Government  has  certain  rights  in  this  invention.’' 

(5)  The  Contractor  shall  establish  and  maintain  active 
and  effective  procedures  to  assure  that  subject  inven¬ 
tions  are  promptly  identified  and  disclosed  u>  Contractor 
personnel  responsible  for  patent  matters  within  6 
months  of  conception  and/or  first  actual  reduction  to 
practice,  whichever  occurs  first  in  performance  of  work 
under  this  contracL  These  procedures  shall  include  the 
maintenance  of  laboratory  notebooks  or  equivalent 
records  and  other  records  as  ate  reasonably  necessary  to 
document  the  conception  and/or  the  first  actual  reduc¬ 
tion  to  practice  of  subject  inventions,  and  records  that 
show  that  the  procedures  for  identifying  and  disclosing 
the  inventions  are  followed.  Upon  request,  the 
Contractor  shall  furnish  the  Contracting  Officer  a 
description  of  such  procedures  for  evaluation  and  for 
determination  as  to  their  effectiveness. 

(6)  The  Contractor  agrees,  when  Ucensing  a  subject 
invention,  to  arrange  to  avmd  royalty  charges  on  acqui¬ 
sitions  involving  Government  funds,  including  funds 
derived  through  Military  Assistance  Program  of  the 
Government  or  otherwise  derived  through  the 
Government,  to  refund  any  amounts  received  as  royalty 
charges  on  the  subjea  invention  in  acquisitions  for,  or 
on  behalf  of,  the  Government,  and  to  provide  for  such 
refund  in  any  instrument  transferring  rights  in  the  inven¬ 
tion  to  any  party. 

(7)  The  Contractor  shall  furnish  the  Contracting 
Officer  the  following: 

(i)  Interim  reports  every  12  months  (or  such 
kn^  period  as  may  be  specified  by  the  Contracting 
Officer)  from  die  d^  of  the  contract,  listing  subjea 
inventions  during  that  period  nd  certifying  that  all 
subjea  inventions  have  been  disclosed  or  that  there 
■e  no  such  inventions. 

(ii)  A  final  repon,  within  3  months  after  comple¬ 
tion  of  the  contracted  work,  listing  all  subjea  inven¬ 
tions  or  certifying  that  there  were  no  such  inventions, 
and  listing  all  subcontracts  at  any  tier  containing  a 
patent  rights  clause  or  certifying  that  there  were  no 
such  subcontracts. 

(8)  The  Contractor  shall  promptly  notify  the 
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Contracting  Officer  in  writing  upon  the  award  of  any 
ubcontract  at  any  tier  containing  a  patent  rights  clause 
by  identifying  the  subcontractor,  the  applicable  patent 
ri^u  clause,  the  work  to  be  performed  under  the  sub¬ 
contract,  and  die  dates  of  award  and  estimated  comple¬ 
tion.  Upon  request  of  the  Contracting  Officer,  the 
Contractor  shall  furnish  a  copy  of  such  subcontract,  and 
no  more  fiequenUy  than  annually,  a  listing  of  the  sub¬ 
contracts  that  have  been  awarded. 

(9)  In  the  event  of  a  refusal  by  a  prospective  subcon- 
ttactor  to  accept  one  of  the  clauses  in  subparagraph 
(gXl)  or  (2)  below,  the  Contractor  (i)  shall  promptly 
submit  a  written  notice  to  the  Contracting  Officer  setting 
forth  the  subcontractor’s  reasons  for  such  refusal  and 
other  pertinent  information  that  may  expedite  disposi¬ 
tion  of  the  matter  and  (ii)  shall  not  proceed  with  such 
subcontracting  without  the  written  authorization  of  the 
Contracting  Officer. 

(10)  The  Contractor  shall  provide,  upon  request,  the 
filing  date,  serial  number  and  title,  a  copy  of  the  patent 
application  (including  an  English-language  version  if 
filed  in  a  language  other  than  English),  and  patent  num¬ 
ber  and  issue  date  for  any  subject  invention  for  which 
the  Contractor  has  retained  title. 

(11)  Upon  request,  the  Contractor  shall  furnish  the 
Government  an  irrevocable  power  to  inspect  and  make 
copies  of  the  patent  application  file. 

(g)  Subcontracts.  (1)  The  Contractor  shall  include  the 
clause  at  52.227-11  of  the  Federal  Acquisition  Regulation 
(FAR),  suiubly  modified  to  identify  the  parties,  in  all  sub¬ 
contracts.  regardless  of  tier,  for  experimental,  developmen¬ 
tal.  or  research  work  to  be  performed  by  a  small  business 
fum  or  nonprofit  organization.  The  subcontractor  shall 
retain  all  rights  provided  for  the  Contractor  in  this  clause, 
and  the  Contractor  shall  not,  as  pan  of  the  consideration  for 
awarding  the  subcontract,  obtain  rights  in  the  subcontrac¬ 
tor’s  subject  inventions. 

(2)  The  Contractor  shall  irKlude  this  clause  (FAR 
52.227-12)  in  all  other  subcontracts,  regardless  of  tier, 
for  experimental,  developmental,  or  research  work. 

(3)  In  the  case  of  subcontracts,  at  any  tier,  when  the 
prime  award  with  the  Federal  agency  was  a  contract  (but 
not  a  grant  or  cooperative  agreement),  the  agency,  sub¬ 
contractor,  and  the  Contractor  agree  that  the  mutual 
obligations  of  the  parties  created  by  this  clause  otxisti- 
tute  a  contract  between  the  subcontractor  and  the 
Federal  agency  with  respect  to  those  matters  covered  by 
this  clause. 

(h)  Reporting  utilisation  of  subject  inventions.  The 
Contractor  agrees  U)  submit  on  request  periodic  rqxirts  no 
more  frequently  than  annually  on  (he  utilization  of  a  sub¬ 
ject  invention  or  on  effcMts  at  obtaining  such  utilization  that 
are  being  made  by  the  Conuactor  or  its  licensees  or 
assignees.  Such  reports  shall  include  information  regarding 
the  status  of  development,  date  of  first  commercial  sale  or 


use,  gross  royalties  received  by  the  Cootractor,  and  such 
other  dau  and  information  as  the  agency  may  reasonably 
qweify.  The  Contractor  also  agrees  to  provide  additional 
reports  as  may  be  requested  by  die  agency  in  oonnection 
with  any  march-in  proceedings  undertaken  by  die  agency 
in  accordance  with  paragraph  (j)  of  this  clause.  To  the 
extent  dau  or  information  svppUed  under  diis  paragnph  is 
oonsidend  by  the  Contractor,  iu  licensee  or  assignee  to  be 
privileged  and  confidential  and  is  so  marked,  die  agency 
agrees  dial,  lo  the  extent  permioed  by  law,  it  sfiall  not  dis¬ 
close  such  infoimation  to  persons  out^  the  GovemmenL 

(i)  Preference  for  United  States  industry. 
Notwithstanding  any  other  provision  of  this  clause,  the 
Oontracior  agrees  that  neither  it  nor  any  assignee  will  grant 
to  any  person  the  exclusive  right  to  use  or  sell  any  subject 
invention  in  the  United  States  unless  such  person  agrees  that 
any  products  embodying  the  subjea  invention  win  be  manu¬ 
factured  substantially  in  the  United  Sutes.  However, 
in  individual  cases,  the  requirement  for  such  an  agreement 
may  be  waived  by  die  Federal  agency  upon  a  dwwing  by 
the  Contractor  or  its  assignee  that  reasonable  but  unsuccess¬ 
ful  efforts  have  been  made  to  grant  licenses  on  similar  terms 
lo  potential  licensees  that  would  be  likely  to  manufacture 
substantially  in  the  United  States  or  that  under  the  circum¬ 
stances  domestic  manufacture  is  not  commercially  feasible. 

(j)  March-in  rights.  The  Contractor  agrees  that  with 
respect  to  any  subject  invention  in  which  it  has  acquired  title, 
the  Federal  agency  has  the  tight  in  accordance  widi  the  pro¬ 
cedures  in  FAR  27304- 1(g)  to  require  the  Contractor,  an 
assignee,  or  exclusive  licensee  of  a  subject  invention  to  grant 
a  nonexclusive,  partially  exclusive,  or  exclusive  license  in 
any  field  of  use  to  a  responsible  ai^bcant  or  applicants,  upon 
terms  that  are  reasonable  under  the  circumstances,  and  if  the 
Contractor,  assignee,  or  exclusive  licensee  refuses  such  a 
request,  the  Federal  agency  has  the  right  to  grant  such  a 
license  itself  if  the  Federal  agency  determines  that — 

(1)  Such  action  is  necessary  because  the  Contractor 
or  assignee  has  not  taken,  or  is  not  expected  to  take 
within  a  reasonable  time,  effective  steps  to  achieve  prac¬ 
tical  application  of  the  subject  invention  in  such  field  of 
use; 

(2)  Such  action  is  necessary  to  alleviate  health  or 
mfety  needs  which  are  na  reasonably  satisfied  by  die 
Conmior,  assignee,  or  their  licensees; 

(3)  Such  action  is  necessary  to  meet  requirements  for 
public  use  qiecified  by  Fed^  regulations  and  such 
requirements  are  not  reasonably  satisfied  by  the 
Contractor,  assignee,  or  licensees;  or 

(4)  Such  action  is  necessary  because  die  agreement 
required  by  paragraph  (i)  of  this  clause  has  not  been 
obtained  or  waived  or  bmuse  a  lioeosee  of  the  exclu¬ 
sive  right  lo  use  or  sell  any  subject  invention  in  die 
United  States  is  in  breach  of  such  agreement 

(k)  Special  provisions  for  contracts  with  nonprofit 
organisations.  Reserved. 
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(l)  Communications. 

(Complete  according  to  agency  instructions.) 

(m)  Other  inventions.  Nothing  contained  in  this  clause 
shall  be  deemed  to  grant  to  the  Government  any  rights  with 
respect  to  any  invention  other  than  a  subject  invention. 

(n)  Examination  of  records  relating  to  inventions.  (1) 
The  Contracting  OfTicer  or  any  authorized  representative 
shall,  until  3  years  after  final  payment  under  this  coninci, 
have  the  tight  to  examine  any  bodes  (iiKluding  laboratoy 
notebooks),  itcords,  and  documents  of  the  Contractor  relat¬ 
ing  to  the  conception  or  fust  reduction  to  practice  of  inven¬ 
tions  in  the  same  field  of  technology  as  the  work  under  this 
contract  to  determine  whether — 

(i)  Any  such  inventions  are  subject  inventions; 

(ii)  The  Contractor  has  established  and  trtaintains 
the  procedures  required  by  subparagraphs  (fX2)  and 
(0(3)  of  this  clause:  and 

(iii)  The  Contractor  and  its  inventors  have  com¬ 
plied  with  the  procedures. 

(2)  If  the  Contracting  Officer  determines  that  an 
inventor  has  not  disclosed  a  subject  invention  to  the 
Contractor  in  accordance  with  the  procedures  required 
by  subparagraph  (0(5)  of  this  clause,  the  Conuacting 
Officer  may,  within  60  days  after  the  determination, 
request  title  in  accordance  with  subparagraphs  (d)(2) 
and  (d)(3)  of  this  clause.  However,  if  the  Contractor 
establishes  that  the  failure  to  disclose  did  not  result  from 
the  Contractor's  fault  or  negligence,  the  Contracting 
Officer  shall  not  request  tide. 

(3)  If  the  Contrteting  Officer  learns  of  an  unreponed 
Contractor  invention  which  the  Contracting  Officer 
believes  may  be  a  subject  invention,  the  Contractor  may 
be  required  to  disclose  the  invention  to  the  agency  for  a 
determination  of  ownership  rights. 

(4)  Any  examination  of  records  under  this  paragraph 
shall  be  subject  to  appropriate  conditions  to  protect  the 
confidentiality  of  the  information  involved. 

(o)  Withholding  of  payment  (this  paragraph  does  not 
apply  to  subcontracts).  (1)  Any  time  before  final  payment 
under  this  contract,  the  Contracting  Officer  may.  in  the 
Government’s  interest,  withhold  payment  until  a  reserve 
not  exceeding  $50,000  or  5  percent  of  the  amount  of  the 
contract,  whichever  is  less,  shall  have  been  set  aside  if.  in 
the  Contracting  Officer's  opinion,  the  Contractor  fails  to— 

(i)  Establish,  maintain,  and  follow  effective  proce¬ 
dures  for  identifying  and  disclosing  subje.'t  inven¬ 
tions  pursuant  to  subparagraph  (0(5)  above; 

(ii)  Disclose  any  subject  invention  pursuant  to 
subparagraph  (cK  1 )  above; 

(iii)  Deliver  accq>iable  interim  reports  pursuant  to 
subdivision  (OPXi)  above;  or 

(iv)  Provide  the  information  regarding  subcon¬ 
tracts  pursuant  to  subparagraph  (0(8)  of  this  clause. 

(2)  Such  reserve  or  balance  shall  withheld  until 

the  Contracting  Officer  has  determined  that  the 
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Contractor  has  rectified  whatever  deficiencies  exist  and 
has  delivered  all  reports,  disclosures,  and  other  informa¬ 
tion  required  by  diis  clause. 

(3)  Final  payment  under  this  contract  shall  not  be 
made  before  the  Contractor  delivers  to  the  Contracting 
Officer  all  disclosures  of  subject  inventions  required  by 
subparagraph  (cXl)  above,  an  accepuble  final  report 
pursuant  to  subdivision  (fXTXu)  above,  and  all  past  due 
confirmatory  instruments. 

(4)  The  Contracting  Officer  may  decrease  or  increase 
the  sums  withheld  up  to  the  maximum  authorized  above. 
No  amount  shall  be  withheld  under  this  paragrqrh  while 
the  amount  specified  by  this  paragraph  is  being  withheld 
under  other  provisions  of  the  contract  The  withholding 
of  any  amount  or  the  subsequent  payment  thereof  shall 
not  be  construed  as  a  waiver  of  any  Government  right 

(End  of  clause) 

Alternate  I  (JUN  1989).  As  prescribed  in  27.303(b)(2), 
add  the  following  sentence  at  the  end  of  paragraph  (b)  of 
the  basic  clause: 

The  license  shall  include  the  right  of  the  Government  to 
sublicense  foreign  governments,  their  nationals,  and  inter¬ 
national  organizations  pursuant  to  the  following  treaties  or 

international  agreements; . * 

('Contracting  Officer  complete  with  the  names  of  appli¬ 
cable  existing  treaties  or  international  agreements.  'The 
above  language  is  not  intended  to  apply  to  treaties  or  agree¬ 
ments  that  are  in  effect  on  the  date  of  the  award  but  are  not 
listed.) 

Alternate  II  (JUN  1989).  As  prescribed  in 
27.303(b)(2),  add  the  following  sentence  at  the  end  of  para¬ 
graph  (b)  of  the  basic  clause: 

The  agency  reserves  the  right  to  unilaterally  amend  this 
contract  to  identify  specific  treaties  or  international  agree¬ 
ments  entered  into  or  to  be  entered  into  by  the  Government 
after  the  effective  date  of  this  contract  and  effectuate  those 
license  or  other  rights  which  are  necessary  for  the 
Government  to  meet  its  obligations  to  foreign  govern¬ 
ments,  their  nationals,  and  international  organizations 
under  such  treaues  or  international  agreement  with  respect 
to  subject  inventions  made  after  the  date  of  the  amendmenL 
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PajmeBts  under  TiiBe>aBd>MateriaU  and 
Labor-Hour  Contracts. 

As  prescribed  in  32.111(b),  insert  the  following  clause: 

PAYMENTS  UNDER  TIME-AND-MATERIALS  AND 
LABOR-HOUR  CONTRACTS  (APR  1984) 

The  Goverainent  shall  pay  the  Contractor  as  foUows 
upon  the  submission  of  invoices  or  vouchers  ^proved  by 
tte  Contracting  Officer 

(a)  Hourly  rau.  (1)  The  amounts  shall  be  computed  by 
multiplyiog  the  appropriate  hourly  rates  prescribe  in  die 
Schedule  by  the  number  of  direct  labor  hours  perfonned. 
The  rates  shall  include  wages,  indirect  costs,  general  and 
administrative  expense,  and  profiL  Fractional  parts  trf  an 
hour  shall  be  pay^le  on  a  prorated  basis.  Vsuchers  may  be 
submitted  once  each  month  (or  at  more  firequent  intervals, 
if  approved  by  the  Contracting  Officer),  to  the  Contracting 
OfHcer  or  designee.  The  Contractor  shall  substantiate 
vouchers  by  evidence  of  acuial  payment  and  by  individual 
daily  job  tiinecards,  or  other  substantiation  approved  by  the 
Contracting  Officer.  Promptly  after  receipt  of  each  substan¬ 
tiated  voucher,  the  Government  shall,  except  as  otherwise 
provided  in  this  contract,  and  subject  to  the  teims  of  (e) 
below,  pay  the  voucher  as  approved  by  the  Contracting 
Officer. 

(2)  Unless  otherwise  prescribed  in  the  Schedule,  the 
Contracting  Officer  shall  withhold  5  percent  of  the 
amounts  due  under  this  paragraph  (a),  but  the  total 
amount  withheld  shall  not  exceed  $50,000.  The  amounts 
withheld  shall  be  retained  until  the  execution  and  deliv¬ 
ery  of  a  release  by  the  Contractor  as  provided  in  para- 
grq>h  (f)  below. 

(3)  Unless  the  Schedule  prescribes  otherwise,  the 
hourly  rales  in  the  Schedule  shall  not  be  varied  by  virtue 
of  (he  Contractor  having  performed  work  on  an  over¬ 
time  basis.  If  no  overtime  rates  are  provided  in  the 
Schedule  and  ovestiine  woik  is  approved  in  advance  by 
the  Contracting  OflTico,  overtime  rates  shall  be  negodat-  j 
ed.  Failure  to  agree  qioo  these  overtime  rates  diall  be  j 
treated  as  a  dispute  under  the  Diapuies  clause  of  tfaisj 
contract  If  the  ^hedule  provides  rates  for  overtime,  the 
premium  portion  of  those  rates  will  be  reimbunable 
only  to  tte  extent  the  overtime  is  ^tproved  by  the 
Couracting  Officer. 

(b)  Mauriab  and  tuboontraas.  (1)  Allowable  costs  of 
direct  materials  shall  be  determined  by  the  Ctmtracting 
Officer  in  accordance  with  Subpart  31.2  of  the  Federal 
Acquisition  Regulation  (FAR)  in  effect  on  the  date  of  this 
contract  Reasonable  and  allocable  material  handling  costs 
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may  be  included  in  the  charge  for  material  to  the  extent 
they  are  clearly  excluded  from  the  hourly  me.  Material 
hartdling  costs  are  comprised  of  indirect  costs,  ittcluding. 
when  appropriate,  general  and  administrative  expense  allo¬ 
cated  to  direct  materials  in  accordance  with  the 
Contractor’s  usual  accounting  practices  consistent  with 
Subpart  31.2  of  the  FAR.  The  Contractor  shall  be  reim- 
bur^  for  items  and  services  purchased  directly  for  the 
contract  only  when  cash,  checks,  or  other  forms  of  actual 
payment  have  been  made  for  such  purchased  items  or  ser¬ 
vices.  Direct  materials,  as  used  in  this  clause,  are  those 
materials  which  enter  directly  into  the  end  product,  or 
which  are  used  or  consumed  directly  in  connection  with  the 
furnishing  of  the  end  product 

(2)  The  cost  of  subcontracts  that  are  authorized  under 
the  subcontracts  clause  of  this  contract  shall  be  reim¬ 
bursable  costs  under  this  clause;  provided,  that  the  costs 
are  consistent  with  subparagraph  (3)  below. 
Reimbursable  costs  in  connection  with  subcontracts 
shall  be  limited  to  the  amounts  paid  to  the  subcontractor 
in  the  same  manner  as  for  items  and  services  purchased 
directly  for  the  contract  under  subparagraph  (1)  above; 
however,  this  requirement  shall  not  apply  to  a 
Contractor  that  is  a  small  business  concern. 
Reimbursable  costs  shall  not  iiKlude  any  costs  arising 
from  the  letting,  administration  or  supervision  of  perfca- 
mance  of  the  subcontract,  if  the  costs  are  included  in  the 
hourly  rates  payable  undo  (a)(1)  above. 

(3)  To  the  extent  able,  the  Contractor  shall — 

(i)  Obtain  materials  at  the  most  advantageous 
prices  available  with  due  regard  to  securing  prompt 
delivery  of  satisfactory  materials;  and 

(ii)  Take  all  cash  and  trade  discounts,  rebates, 
allowances,  credits,  salvage,  commissions,  and  other 
benefits.  When  unable  to  take  advantage  of  the  bene¬ 
fits,  the  Contractor  shall  promptly  notify  the 
Contracting  Officer  and  give  t^  reasons.  Credit  shall 
be  given  to  the  Government  for  cash  and  trade  dis¬ 
counts.  rebates,  allowances,  credits,  salvage,  the 
value  of  any  appreciable  scrap,  commissions,  and 
other  amounts  that  have  accrued  to  the  benefu  of  the 
Contractor,  or  would  have  accrued  except  for  the 
fault  or  neglect  of  the  Contractor.  The  benefits  km 
without  fault  or  neglect  on  the  pvt  of  the  Contractor, 
or  lost  through  fault  of  the  Government,  shall  not  be 
deducted  from  groa  costs. 

(c)  Tola/  cost.  It  is  estimved  that  the  total  cost  to  die 
Government  for  the  performance  of  this  contract  shall  not 
exceed  the  ceiling  price  set  forth  in  the  Schedule  and  the 
Contractor  agrees  to  use  iu  best  efforu  to  perform  the  work 
specified  in  the  Schedule  and  all  obligations  under  this 
contract  within  such  ceiling  price.  If  at  any  time  the 
Contractor  has  reason  to  believe  that  the  hourly  rate  pay¬ 
ments  and  material  costs  that  will  accrue  in  performing  this 
contract  in  the  next  succeeding  30  days,  if  added  to  all 
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othv  payments  and  costs  previously  accrued,  will  exceed 
85  percent  of  the  ceiling  price  in  the  Schedule,  the 
Contractor  shall  notify  the  Contracting  Oflicv  giving  a 
revised  estimate  of  the  total  price  to  the  Government  for 
performing  this  contract  with  supporting  reasons  and  docu¬ 
mentation.  If  u  any  time  during  performing  this  contract, 
the  Contractor  has  reason  to  believe  that  the  total  price  to 
the  Government  for  performing  this  oontiaa  will  be  sub¬ 
stantially  greatv  or  lev  than  the  then  stated  ceiling  price, 
the  Contractor  shaD  to  notify  the  rnnwrtii^  Officer,  giv¬ 
ing  a  revised  esrimate  of  the  total  price  for  performing  diis 
contract,  with  supporting  reasons  and  documentatioiL  If  v 
any  time  during  p^otming  this  contract,  the  Government 
has  reason  to  beUeve  that  the  work  to  be  required  in  per¬ 
forming  this  contract  will  be  substantially  greater  or  less 
than  the  stated  ceiling  price,  the  Contracting  Officer  will  so 
advise  the  Contractor,  giving  the  then  revised  estimate  of 
the  total  amount  of  effort  to  be  required  undv  the  contract 

(d)  Ceiling  price.  The  Government  shall  not  be  obligat¬ 
ed  to  pay  the  Contractor  any  amount  in  excess  of  the  ceil¬ 
ing  price  in  the  Schedule,  and  the  Contractor  shall  not  be 
obligated  to  cominue  performance  if  to  do  so  would  exceed 
the  ceiling  price  set  forth  in  the  Schedule,  unless  and  until 
the  Conuncting  Officv  shall  have  notified  the  Contractor 
in  writing  that  the  ceiling  price  has  been  increased  and 
shall  have  qiecified  in  the  notice  a  revised  ceiling  that  shall 
constitute  tM  ceiling  price  for  performance  under  this  con¬ 
tract.  When  and  to  the  extent  that  the  ceiling  price  set  forth 
in  the  Schedule  has  been  increased,  any  hem  expended 
and  material  cosu  incurred  by  the  Contractor  in  excess  of 
the  ceiling  price  before  the  increase  shall  be  allowable  to 
the  same  extent  as  if  the  hours  expended  and  material  costs 
had  been  incured  after  die  increase  in  the  ceiling  price. 

(e)  Aadii.  At  any  time  before  fuial  payment  under  this 
contract  the  Contracting  Officv  may  request  audit  of  the 
invoices  or  vouchers  and  substantiating  material.  Each  pay¬ 
ment  previously  made  shall  be  subject  to  reduction  lo  the 
extent  of  amounts,  on  preceding  invoices  or  vouchers,  that 
are  found  by  the  Contracting  Officv  na  to  have  been  prop¬ 
erty  payable  and  shall  also  be  subjea  to  reduction  for  ovv- 
paymenu  w  to  increase  fw  imderpayments.  Upon  receipt 
and  approval  of  the  vouchv  or  invoice  «wignM>it  by  the 
Contractor  as  the  “completion  vouchv”  or  “completion 
invoice”  and  substantiating  material,  and  upon  oomplianoe 
by  the  Contractv  with  aD  tenns  of  tiiis  contract 

without  limiation,  terms  relating  to  patents  and  the  tenns  of 

(f)  Mid  (g)  below),  die  Gownneat  diall  pranqaly  pay  any 
balance  due  the  Contractor.  The  completion  invoice  or 
vouchv,  nd  substantiating  material.  titaU  be  w*«n«wwl  by 
die  Contractor  at  pronqnly  as  practicabk  foQowing  conqile- 
tion  of  the  work  undv  tto  contract,  but  in  no  evem  laiv 
than  1  yev  (or  such  longv  period  as  the  Consacting  Officv 
may  approve  in  writing)  from  the  date  of  comidetioa. 

(0  Assignment.  The  Contractor,  and  each  assignee 
undv  an  assignment  entered  into  undv  this  contna  md  in 
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effect  at  the  time  of  final  payment  under  this  contnct,  diall 
execute  and  deliver,  at  the  time  of  and  as  a  condition  prece¬ 
dent  to  fuial  payment  under  this  contract,  a  release  dis- 
chaijing  the  Government,  its  officers,  agents,  and  employ¬ 
ees  of  and  from  all  liabilities,  obligations,  and  claims  aris¬ 
ing  out  of  or  under  this  contract,  subject  only  lo  the  follow¬ 
ing  exceptions: 

(1)  Specified  claims  in  stated  amounts,  or  in  estimat¬ 
ed  amouius  if  the  amounts  are  not  susceptible  of  exact 
statement  by  the  Contractor. 

(2)  Claims,  together  with  reasonable  incidental 
expenses,  based  iqtan  the  liabilities  of  the  Contractor  to 
thM  parties  arising  out  of  performing  this  contract,  that 
are  not  known  to  the  Contnctor  on  the  date  of  the  exe¬ 
cution  of  the  release,  and  of  which  the  Contractor  gives 
notice  in  writing  to  the  Contracting  Officer  not  more 
than  6  years  after  the  date  of  the  release  or  the  date  of 
any  notice  to  the  Contractor  that  die  Government  is  pre- 
pa^  to  make  final  payment,  whichever  is  earlia. 

(3)  Claims  for  reimbursement  of  costs  (other  than 
expenses  of  the  Contractor  by  reason  of  its  indemnifica¬ 
tion  of  the  Govenunent  against  patent  liability),  includ¬ 
ing  reasonable  incidenul  expenses,  incurred  by  the 
Contractor  under  the  terms  of  this  contract  relating  to 
patents. 

(g)  Refunds.  The  Contractor  agrees  that  any  refunds, 
rebates,  or  credits  (including  any  related  interest)  accruing 
to  or  received  by  the  Contracts  or  any  assignee,  that  arise 
under  the  materials  portion  of  this  contract  and  for  which 
the  Contractor  has  received  reimbursement,  shall  be  paid 
by  the  Ccntracior  to  the  Government.  The  C^ntractcH'  and 
each  assignee,  under  an  assignment  entered  into  under  this 
contract  and  in  effect  at  the  time  of  final  payment  under 
this  contract,  shall  execute  and  deliver,  at  the  time  of  and  as 
a  condition  precedent  to  final  payment  under  this  contract, 
an  assigrunent  to  the  Govenunent  of  such  refunds,  rebates, 
or  credits  (including  any  interest)  in  form  and  substance 
satisfactory  to  the  Contracting  Offica. 

(End  of  clause) 

(R  7-901.6  1972  MAY) 

Alterncue  /  (AfV  1984).  If  the  nature  of  the  work  to  be 
performed  requires  the  oonuactor  to  furnish  material  that  is 
regularly  sold  to  the  general  public  in  the  normal  course  of 
business  by  the  contractor,  and  the  price  is  under  the  limiu- 
tions  prescribed  in  1 6.601  (bX3),  add  the  following  sub¬ 
paragraph  (4)  to  paragraph  (b)  of  the  basic  clause: 

(bK4)  If  the  nature  of  the  work  to  be  performed  requires 
the  Contractor  lo  furnish  material  which  is  regularly  sold  to 
the  general  public  in  the  nonnal  course  of  business  by  the 
Contractor,  the  price  to  be  paid  for  such  material,  notwith- 
Mcnding  (bXl)  above,  riiall  be  on  the  basis  of  an  esub- 
lished  catalog  or  list  price,  in  effect  when  die  material  is 
furnished,  less  all  applicable  discounts  to  the  Government; 
provided,  that  in  no  event  shall  such  price  be  in  excess  of 
the  Contractor's  sales  price  to  its  most  favored  customer 


for  the  aame  item  in  like  quantity,  or  the  current  market 
price,  adiichever  is  lower. 

(AV  7-901.6  1972  MAY) 

Altenuue  11  (JAN  1986).  If  a  labor-hour  contract  is  con¬ 
templated,  and  if  no  qiecific  reimbursement  for  imimmU 
fiindshed  is  iniended.  the  Contracting  Officer  may  add  the 
following  paragraph  (h)  to  the  basic  clause: 

Oi)  The  terms  of  this  clause  that  govern  reimburaement 
for  materials  furnished  are  considered  to  have  been  deleted. 
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52J48-1  Value  Engineering. 

As  prescribwl  in  48.201,  inscn  ihe  following  clause  in 
supply  or  service  contracis  to  provide  a  value  engineering 
incentive  under  Ihe  conditions  specified  in  48.201.  In  solic- 
iiations  and  conuacis  for  items  requiring  an  extended  peri¬ 
od  for  production  (e  g.,  ship  construction,  major  system 
acquisition),  if  agency  procedures  prescribe  sharing  of 
future  contract  savings  on  all  units  to  be  delivered  under 
contracts  awarded  during  the  sharing  period,  the  contract¬ 
ing  officer  shall  modify  subdivision  (iK3X>)  uid  the  first 
sentence  under  subparagraph  (3)  of  the  definition  of  acqui¬ 
sition  savings  by  substituting  "under  contracts  awarded 
during  the  sharing  period”  for  "during  the  sharing  period.” 
For  engineering-development  and  low-iate-initial-produc- 
tion  solicitations  and  contracts,  the  contracting  officer  shall 
modify  subdivision  (i)(3Ki)  and  the  first  sentence  under 
subparagraph  (3)  of  the  definition  of  acquisition  savings  by 
substituting  for  "the  number  of  future  contract  units  sched¬ 
uled  for  delivery  during  the  sharing  period."  "a  number 
equal  to  the  quantity  required  over  the  highest  36  consecu¬ 
tive  months  of  pbnned  production,  based  on  planning  or 
production  documentation  at  the  time  the  VECP  is 
accepted." 
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FEDERAL  ACQUISITION  REGULATION  (FAR) 


VALUE  ENGINEERING  (MAR  1989) 

(a)  General.  The  Contractor  is  encouraged  to  develop, 
prepare,  and  submit  value  engineering  change  proposals 
(VECP’s)  voluntarily.  The  Contractor  shall  share  in  any  net 
acquisition  savings  realized  from  accepted  VECP’s.  in 
accordance  with  the  incentive  sharing  rates  in  paragraph  (0 
below. 

(b)  Definitions.  “Acquisition  savings.*’  as  used  in  this 
clause,  means  savings  resulting  from  the  application  of  a 
VECP  to  contracts  awarded  by  the  same  contracting  ofTice 
or  its  successor  for  essentially  the  same  unit.  Acquisition 
savings  include — 

(1)  Instant  contract  savings,  which  are  the  net  cost 
reductions  on  this,  the  instant  contract,  and  which  are 
equal  to  the  insunt  unit  cost  reduction  multiplied 
by  the  number  of  instant  contract  units  affected  by  the 
VECP,  less  the  Contractor’s  allowable  development  and 
implemenution  costs; 

(2)  Concurrent  contract  savings,  which  are  net  reduc¬ 
tions  in  the  prices  of  other  contracts  that  are  dennitized 
and  ongoing  at  the  time  the  VECP  is  accepted;  and 

(3)  Future  conuact  savings,  which  are  the  product  of 
the  future  unit  cost  reduction  multiplied  by  the  number 
of  future  contract  units  scheduled  for  delivery  during  the 
sharing  period.  If  this  contract  is  a  multiyear  contract, 
future  contract  savings  include  savings  on  quantiues 
funded  after  VECP  acceptance. 

“Collateral  costs,”  as  used  in  this  clause,  means  agency 
cost  of  operation,  maintenance,  logistic  support,  or 
Govemmeni-fumished  property. 

"Collateral  savings,”  as  used  in  this  clause,  means  those 
measurable  net  reductions  resulting  from  a  VECP  in  the 
agency’s  overall  projected  collateral  costs,  exclusive  of 
acquisition  savings,  whether  or  not  the  acquisition  cost 
changes. 

“Contracting  office”  includes  any  contracting  office  that 
the  acquisition  is  transferred  to.  such  as  another  branch  of 
the  agency  or  another  agency's  office  that  is  performing  a 
joint  acquisition  action. 

"Contractor's  development  and  implementation  costs.” 
as  used  in  this  clause,  means  those  costs  the  Contractor 
incurs  on  a  VECP  specifically  in  developing,  testing, 
preparing,  and  submitting  the  VECP,  as  well  as  (hose  costs 
the  Contractor  incurs  to  make  (he  contractual  changes 
required  by  Government  acceptance  of  a  VECP. 

“Future  unit  cost  reduction,”  as  used  in  this  clause, 
means  (he  insunt  unit  cost  reduction  adjusted  as  the 
Conuacting  Officer  considers  necessary  for  projected 
learning  or  changes  in  quantity  during  the  sharing  period.  It 
is  calculated  at  the  time  the  VECP  is  accepted  and  applies 
either  (I)  throughout  the  sharing  period,  unless  the 
Contracting  Officer  decides  that  recalculation  is  necessary 
because  conditions  are  significantly  different  from  those 
previously  anticipated  or  (2)  to  the  calculation  of  a  lump¬ 


sum  payment,  which  cannot  later  be  revised. 

“Government  costs,"  as  used  in  this  clause,  means  those 
agency  costs  that  result  directly  from  developing  and 
implementing  the  VECP,  such  as  any  net  increases  in  the 
cost  of  testing,  (^rations,  maintenance,  and  logistics  sup- 
poa  The  term  does  not  include  the  normal  administrative 
costs  of  processing  the  VECP  or  any  increase  in  this  con¬ 
tract’s  cost  or  price  resulting  from  negative  instant  contract 
savings. 

“Insunt  contract,”  as  used  in  this  clause,  means  this 
contract,  under  which  the  VECP  is  submitted.  It  does  not 
include  increases  in  quantities  after  accepunce  of  the 
VECP  that  are  due  to  contract  modiHcations.  exercise  of 
options,  or  additional  orders.  If  (his  is  a  multiyear  contract, 
the  term  does  not  include  quantities  funded  after  VECP 
acceptance.  If  (his  contract  is  a  fixed-price  contract  with 
prospective  price  redetermination,  the  term  refers  to  the 
period  for  which  firm  prices  have  been  established. 

“Insunt  unit  cost  reduction”  means  the  amount  of  the 
decrease  in  unit  cost  of  performaiKe  (without  deducting 
any  Conuactor’s  development  or  implemenution  costs) 
resulting  from  using  the  VECP  on  this,  the  insunt  contract 
If  this  is  a  service  conuact,  the  instant  unit  cost  reduction  is 
normally  equal  to  the  number  of  hours  per  line-item  task 
saved  by  using  the  VECTP  on  this  contract,  multiplied  by 
the  appropriate  contract  labor  rate. 

"Negative  instant  contract  savings”  means  the  increase 
in  the  cost  or  price  of  this  contract  when  the  accepunce  of 
a  VECP  results  in  an  excess  of  the  Contractor’s  allowable 
development  and  impIemeniaJon  costs  over  the  product  of 
(he  instant  unit  cost  reduction  multiplied  by  the  number  of 
instant  connact  units  affected. 

“Net  acquisition  savings"  means  total  acquisition  sav¬ 
ings,  including  instant,  concurrent,  and  future  contzxt  sav¬ 
ings,  less  Government  costs. 

"Sharing  base,”  as  used  in  this  clause,  means  (he  num¬ 
ber  of  alTccied  end  items  on  contracts  of  the  contracting 
office  accepting  the  VECP. 

"Sharing  period,”  as  used  in  this  clause,  means  the  peri¬ 
od  beginning  with  acceptance  of  the  first  unit  incorporating 
the  VECP  and  ending  at  the  later  of  (I)  3  years  ^ter  the 
first  unit  affected  by  the  VECP  is  accepted  or  (2)  the  last 
scheduled  delivery  date  of  an  item  affected  by  the  VECP 
under  this  contract’s  delivery  schedule  in  effect  at  the  time 
the  VECP  is  accepted. 

"Unit.”  as  used  in  this  clause,  means  the  item  or  task  to 
which  the  Contracting  Officer  and  the  Contractor  agree  the 
VECP  applies. 

"Value  engineering  change  proposal  (VECP)”  means  a 
proposal  that — 

(1)  Requires  a  change  to  this,  the  instant  contract,  to 

implement;  and 

(2)  Results  in  reducing  the  overall  projected  cost  to 
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the  agency  without  impairing  essential  functions  or 
characteristics;  provided,  that  it  does  not  involve  a 
change — 

(i)  In  deliverable  end  item  quantities  only; 

(ii)  In  reseaich  and  development  (R&D)  end  items 
or  R&D  test  quantities  that  is  due  solely  to  results  of 
previous  testing  under  this  contract;  or 

(iii)  To  the  contract  type  only. 

(c)  VECP  preparation.  As  a  minimum,  the  Contractor 
shall  include  in  each  VECP  the  information  described  in 
subparagraphs  (1)  through  (8)  below.  If  the  proposed 
change  is  affected  by  contractually  required  configuration 
management  or  similar  procedures,  the  instructions  in  those 
procedures  relating  to  format,  identification,  and  priority 
assignment  shall  govern  VECP  preparation.  The  VECP 
shall  include  the  following: 

(1)  A  description  of  the  difference  between  the  exist¬ 
ing  contract  requirement  and  the  proposed  requirement, 
the  comparative  advantages  and  disadvantages  of  each. 


a  justification  when  an  item’s  function  or  characteristics 
are  being  altered,  the  effect  of  the  change  on  the  end 
item's  performance,  and  any  pertinent  objective  test 
data. 

(2)  A  list  aitd  analysis  of  the  contract  requirements 
that  must  be  changed  if  the  VECP  is  accepted,  including 
any  suggested  specification  revisions. 

(3)  Identification  of  the  unit  to  which  the  VECP 
applies. 

(4)  A  separate,  detailed  cost  estimate  for  (i)  the 
affected  portions  of  the  existing  contract  requirement 
and  (ii)  the  VECP.  The  cost  reduction  associated  with 
the  VECP  shall  take  into  account  the  Contractor's 
allowable  development  and  implementation  costs, 
including  any  amount  attributable  to  subcontracts  under 
the  Subcontracts  paragraph  of  this  clause,  below. 

(5)  A  description  and  estimate  of  costs  the 
Government  may  incur  in  implementing  the  VECP,  such 
as  test  and  evaluation  and  operating  and  support  costs. 


(The  next  page  is  52-281.) 
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(6)  A  prediction  of  any  effects  the  proposed  change 
would  have  on  collateral  costs  to  the  agency. 

(7)  A  statement  of  the  time  by  which  a  contract  mod¬ 
ification  accepting  the  VECP  must  be  issued  in  order  to 
achieve  the  maximum  cost  reduction,  noting  any  effect 
on  the  contract  completion  time  or  delivery  schedule. 

(8)  Identification  of  any  previous  submissions  of  the 
VECP,  including  the  dates  submitted,  the  agencies  and 
contract  numbers  involved,  and  previous  Government 
actions,  if  known. 

(d)  Sulmusion.  The  Contractor  shall  submit  VECP's  to 
the  Contracting  Officer,  unless  this  contract  states  other¬ 
wise.  If  this  contract  is  administered  by  other  than  the  con¬ 
tracting  office,  the  Contractor  shall  submit  a  copy  of  the 
VECP  simultaneously  to  the  Contracting  Officer  and  to  the 
Administrative  Contracting  Officer. 

(e)  Government  action.  (1)  The  Contracting  Officer 
shall  notify  the  Contractor  of  the  status  of  the  VECP  within 
4S  calendar  days  after  the  contracting  office  receives  it  If 
additional  time  is  required,  the  Contracting  Officer  shall 
notify  the  Ctintractor  within  the  4S-day  period  and  provide 
the  reason  for  the  delay  and  the  expected  date  of  the  deci¬ 
sion.  The  Government  will  process  VECP's  expeditiously: 
however,  it  shall  not  be  liable  for  any  delay  in  acting  upon 
a  VECP. 

(2)  If  the  VECP  is  not  accepted,  the  Contracting 
Officer  shall  notify  the  Contractor  in  writing,  explaining 
the  reasons  for  rejection.  The  Contractor  may  withdraw 
any  VECP,  in  whole  or  in  part,  at  any  time  before  it  is 
accepted  by  the  Government.  The  Contracting  Officer 
may  require  that  the  Contractor  '.rovide  written  notifica¬ 
tion  before  undertaking  significant  expenditures  for 
VECP  effort 

(3)  Any  VECP  may  be  accepted,  in  whole  or  in  part, 
by  the  Contracting  Officer's  award  of  a  modification  to 
this  contract  citing  this  clause  and  made  either  before  or 
within  a  reasonable  time  after  contract  perfcwmance  is 
completed.  Until  such  a  contract  modification  applies  a 
VECP  to  this  contract  the  Contractor  shall  perform  in 
accordance  with  the  existing  contract  The  Contracting 
Officer's  decision  to  accq>t  or  reject  aU  or  pan  of  any 
VECP  and  the  decision  as  to  which  of  the  sharing  rates 
applies  shall  be  firuU  and  not  subject  to  the  Disputes 
clause  or  otherwise  subject  to  litigation  under  the 
Contract  Disputes  Act  of  1978  (41  U.S.C.  601-613). 

(0  Sharing  rates.  If  a  VECP  is  accepted,  the  Contractor 
riiall  share  in  net  acquisition  savings  according  to  the  per¬ 
centages  shown  in  the  table  below.  The  percentage  paid  the 
Contractor  depends  iqx>n  (1)  this  contract’s  type  (fixed- 
price.  incentive,  or  cost-reimbursement),  (2)  the  during 
arrangement  qiecified  in  paragraph  (a)  above  (incentive, 
program  requirement,  or  a  combitution  as  delineated  in  the 
Schedule),  and  (3)  the  source  of  the  savings  (the  iiuiant 
contract,  or  concurrent  and  future  contracts),  as  follows: 
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CONTRACTOR'S  SHARE  OF  NET  ACQUISITION 
SAVINGS 
(figures  in  percent) 


Sharing  Airangcmem 

Incentive  Program 

(vohmiary)  raquiicinent 

(mndaiory) 


Contraaiype 

[nttint 

con¬ 

vict 

rue 

Con- 

cuircnt 

and 

future 

con- 

nact 

Instant 

con- 

eact 

rau 

Con- 

cwRnt 

nd 

fu&ae 

con- 

VKt 

Rxed-pricc  (othw  ihai 

incentive) 

so 

50 

25 

25 

Incentive  (fixed-prioe  or  cost' 

• 

50 

• 

25 

Cott-reimbunement 

(other  than  incentive)** 

25 

25 

IS 

15 

*  Same  sharing  arrangemeiu  as  the  contract's  profit  or  fee  adjua- 
ment  formula. 

**  Includes  cost-pius-award-fee  contracts. 


(g)  Calculating  net  acquisition  savings.  (1)  Acquisitioi 
savings  are  realized  when  (i)  the  cost  or  price  is  reduced  on 
the  instant  contract,  (ii)  reductions  are  negotiated  in  con- 
cunem  contracts,  (iii)  foture  contracts  are  awarded,  or  0»} 
agreement  is  reached  on  a  lump-sum  payment  for  future 
contract  savings  (see  subparagraph  (i)(4)  below).  Net 
acquisition  savings  ate  fint  realized,  and  the  Contractor 
sh^  be  paid  a  share,  when  Govenunent  costs  and  any  n%- 
ative  instant  contract  savings  have  been  fully  offset  ggainst 
acquisition  savings. 

(2)  Except  in  incentive  contracts.  Government  cosm 
and  any  price  or  cost  increases  resulting  from  negative 
instant  contract  savings  shall  be  offset  against  acquisi¬ 
tion  savings  each  time  such  savings  are  realized  until 
they  are  fully  offset.  Then,  the  Contractor’s  dure  is  cal- 
culated  by  multiplying  net  acquisition  savings  by  the 
appropriate  Contractor’s  percentage  sharing  rate  (see 
paragraph  (0  above).  Additional  Contractor  shares  of 
net  acquisition  savings  shall  be  paid  to  the  ContracKrat: 
the  time  realized. 

(3)  If  this  is  an  incentive  contract,  recovery  of 
Government  costt  on  the  instant  contract  shall  be 
deferred  and  offset  against  concsnent  and  future  con- 
liact  savings.  The  Contractor  shall  share  through  the 
contract  incentive  stiucture  in  savings  on  the  insant 
contract  items  affected.  Any  negative  instant  contract 
savings  shall  be  added  to  the  target  cost  or  to  the  arget 
price  and  ceiling  price,  and  the  amount  shall  be  oifwe 
against  concurrent  and  future  oonuact  savings. 
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(4)  If  the  Govenunent  does  not  teceive  and  aocqx  all 
items  on  which  it  paid  the  Contractor’s  share,  the 
Coatnctor  «»>«n  feimburae  the  Government  for  the  pro- 
portionate  share  of  these  payments. 

(h)  Contract  adjustment.  The  modification  accqxing  the 
VECP  (or  a  subsequent  modification  issued  as  soon  as  pos¬ 
sible  after  any  negotiations  are  completed)  shall — 

(1)  Reduce  the  contract  price  or  estimated  cost  by  die 
amount  of  instant  contract  uvings,  unless  this  is  an 
incentive  contract; 

(2)  When  the  amount  of  instant  contract  savings  is 
negative,  increase  the  contract  price,  target  price  and 
ceiling  price,  target  cost,  or  estimated  cost  by  that 
amount; 

(3)  Specify  the  Contractor’s  dollar  share  per  unit  on 
fiioite  contracts,  or  provide  the  lump-sum  payment; 

(4)  Specify  the  amount  of  any  Government  costs  or 
negative  instant  contract  savings  to  be  offset  in  deter¬ 
mining  net  acquisition  savings  realized  from  ctmcunent 
or  future  contract  savings;  and 

(5)  Provide  the  Contractor's  share  of  any  net  acquisi¬ 
tion  savings  under  the  instant  contract  in  accordance 
with  die  following: 

(i)  Fixed-price  contracts — add  to  contraa  price. 

(ii)  Cost-reimbursement  contracts — add  to  con¬ 
tract  fee. 

(i)  Concurrent  and  future  contract  savings.  (1) 
Paymenu  of  the  Contractor's  share  of  concunent  and 
future  contract  avings  shall  be  made  by  a  modificatiwi  to 
the  instant  coiuract  in  accordance  vrith  subparagraph  (hXS) 
above.  For  incentive  contracts,  shares  shall  be  added  as  a 
separate  fum-nxed-price  line  item  on  the  instant  contract 
TIk  Contractor  shall  maintain  records  adequate  to  identify 
the  fust  deUvered  unit  for  3  years  after  final  payment  under 
this  contract 

(2)  The  Contacting  Officer  shall  calculate  the 
Contractor's  share  of  concurrent  contract  savings  by  (i) 
auboacting  from  the  reduction  in  price  negotiated  on  the 
concurrent  contract  any  Government  costs  or  neptive 
instant  contract  savings  not  yet  offset  and  (ii)  multiply¬ 
ing  the  result  by  the  Contractor's  sharing  rate. 

(3)  The  Contracting  Officer  shall  calculate  the 
Contractor’s  share  of  future  contract  savings  by  (i)  mul¬ 
tiplying  the  future  unit  cost  reduction  by  the  number  of 
future  contract  units  scheduled  for  delivery  during  the 
sharing  period,  fti)  subtracting  any  Govemmern  costs  or 
amative  instant  contract  savings  not  yet  offset,  and  (iii) 
aultqilying  the  result  by  the  Contractor’s  sharing  rate. 

(4)  When  the  Government  wishes  and  the  Contractor 
agites.  the  Contractor’s  share  of  future  contract  avinp 
may  be  paid  in  a  single  lump  sum  rather  than  in  a  aeriei 
of  payments  over  time  as  fiiiure  contracts  are  awarded. 
Under  this  ahemate  procedure,  the  future  contract  sav¬ 
ings  may  be  calculate  when  the  VECP  is  accepted,  on 
the  basis  of  the  Contracting  Officer’s  forecast  of  the 
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Biunber  of  units  that  will  be  deUvered  during  the  sharing 
period.  The  Contractor’s  share  shall  he  included  in  a 
modifkaiioa  to  this  contract  (see  subparagr^ih  (hX3) 
above)  and  Aall  not  be  sidiject  to  subsequent  adjust- 
mem. 

(5)  Abemate  no-cost  aeitlemem  method.  When,  in 
accordance  with  subsection  48.104-3  of  the  Fed^ 
Acquisition  Regulation,  the  Government  and  the 
Canoactcr  mutually  agrw  a>  am  the  no«OB  aetdemem 
method,  the  following  apfdies: 

®  The  Contractor  will  keep  all  the  savings  on  die 
iasauit  contract  and  on  ks  concuncm  contracts  only. 

(ii)  The  Government  will  ke^  all  the  savii^s 
resulting  from  concurrem  contraos  placed  on  other 
sources,  mvinp  from  all  fmute  contracts,  and  all  col- 
laieral  mvings. 

(j)  Collateral  savings.  If  a  VECP  is  accepted,  the  instant 
contract  amount  shall  be  increased,  at  specified  in  subpara¬ 
graph  (hX5)  above.by  20percem  of  any  projected  collater¬ 
al  savings  determined  to  be  realized  in  a  typical  year  of  use 
after  subtracting  any  Government  costs  not  previously  off- 
aet  However,  the  Contractor’s  share  of  collateral  mvings 
shall  not  exceed  (1)  the  contract’s  firm-fixed-price,  target 
price,  target  cost,  or  estimaied  cost,  at  the  time  the  VECP  is 
accepted,  or  (2)  $100,000,  whichever  is  greater.  The 
Contracting  Officer  shaU  be  the  sole  determiner  of  the 
amount  of  collateral  mvings,  and  that  amount  shaO  not  be 
subject  to  the  Disputes  clause  or  otherwise  subject  to  litip- 
tion  under  41  U5.C.  601-dl3. 

(k)  Relationship  to  other  incentives.  Only  those  benefiu 
of  an  accepted  VECP  not  tcwardable  imder  performance, 
design-to-cost  (production  unit  cost,  operating  and  support 
costs,  reliability  and  maintainability),  or  similar  incentives 
shall  be  rewardKl  under  this  clause.  However,  the  targets  of 
such  incentives  affected  by  the  VECP  shall  not  be  adjusmd 
brgausT  of  VECP  acceptance.  If  this  contract  specifies  tar¬ 
gets  but  provides  no  incentive  to  surpass  them,  the  value 
engineering  sharing  shall  apply  only  to  the  amount  of 
achievement  better  than  target. 

(l)  Subcontracts.  The  Contractor  shall  include  an  qipro- 
priate  value  engineering  clause  in  any  mbcontract  of 
$100,000  or  more  and  may  include  one  in  subcontracts  of 
leaser  value.  In  calculating  any  adjustmem  in  this  oon&aa’s 
price  for  intmnt  contract  mvings  (or  negative  instant  oon- 
tmct  mvings),  the  Contractor’s  aHowaUe  developnAent  and 
implementation  costs  diall  include  any  subcontractor’s 
allowable  development  and  implententation  costs,  and  any 
value  engineering  inceative  poytaems  to  a  siAcontractor, 
dearly  resulting  from  a  VECP  accepted  by  the  Oowernmem 
under  this  contract  The  Contractor  may  choose  any 
aRangemeni  for  subcontractor  value  engineering  incemive 
payments;  provided,  that  the  payments  riiall  not  reduce  lie 
Government’s  share  of  concurrent  or  future  oomract  sav¬ 
ings  or  coUaterd  mvings. 

(ffl)  Data.  The  Contractor  may  resorict  the  Govemment’k 
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right  to  use  any  pen  of  a  VECP  or  the  siqtponing  dau  by 
marking  the  following  legend  on  the  affect^  pans: 

*These  data,  furnished  uitder  the  Value  Engineering  clause 

of  oontract . shall  not  be  disclosed  outside  the 

Government  or  duplicated,  used,  or  disclosed,  in  whole  or 
in  part  for  any  purpose  other  than  to  evaluate  a  value  engi¬ 
neering  change  proposal  submitted  under  the  clause.  This 
restriclioa  does  not  limit  the  Government’s  right  to  use 
infonnatioa  contained  in  these  dau  if  it  has  been  obtained 
or  is  otherwise  available  from  the  Contractor  or  from 
another  source  without  limiudons.” 

If  a  VECP  is  accepted,  the  Contractor  hereby  grams  the 
Govemmem  unlimit^  rights  in  the  VECP  and  supporting 
data,  except  that,  with  respea  to  dau  qualifying  and  sub¬ 
mitted  as  limited  righu  technical  dau,  the  Government 
riull  have  the  rights  specified  in  the  contract  modification 
implementing  the  VECP  and  shall  appropriately  mark  the 
data.  (The  terms  "unlimited  rights”  and  “limited  rights”  are 
defined  in  Pan  27  of  the  Federal  Acquisition  Regulation.) 

(End  of  clause) 

Alternate  I  (APR  1984).  If  the  contracting  officer  selects 
a  mandatory  value  engineering  program  requirement,  sub- 
Mibite  the  following  paragraph  (a)  for  paragraph  (a)  of  the 
basic  clause: 

(a)  General.  The  Contractor  shall  (I)  engage  in  a  value 
engineering  program,  and  submit  value  engineering 
progress  reports,  as  specified  in  the  Schedule  and  (2)  sub¬ 
mit  to  the  Contracting  Officer  any  resulting  value  engineer¬ 
ing  change  proposals  (VECT's).  In  addition  to  being  paid 
as  the  Schedule  specifies  for  this  mandatory  program,  the 
Contractor  shall  share  in  any  net  acquisition  savings  real¬ 
ized  from  accepted  VECP's,  in  accordance  with  the  pro¬ 
gram  requirement  sharing  rates  in  paragraph  (0  below. 

(R  7- 104 .44(b)  1974  APR) 

Alternate  II  (APR  1984).  If  the  contracting  officer 
selects  both  a  value  engineering  incentive  and  mandatory 
value  engineering  program  requirement,  substitute  the  fol¬ 
lowing  paragraph  (a)  for  paragraph  (a)  of  the  basic  clause: 

(a)  General.  For  those  contract  Une  items  designated  in 
the  Schedule  as  subject  to  the  value  engineering  program 
requirement,  the  Contractor  shall  (1)  engage  in  a  value 
engineering  program,  and  submit  value  engineering 
progress  repons,  as  specified  in  the  Schedule  and  (2)  sub¬ 
mit  to  the  Contracting  Officer  any  resulting  VE(7’s.  In 
addition  to  being  paid  as  the  Schedule  specifies  for  this 
mandatory  program,  the  Contractor  shall  share  in  any  net 
acquisition  savings  realized  from  VECP's  accepted  under 
the  program,  in  accordance  with  the  program  requirement 
sharing  rates  in  paragraph  (0  below.  For  remaining  areas  of 
the  oontract.  the  Contractor  is  encouraged  to  develop,  pre¬ 
pare,  and  submit  VECP's  voluntarily;  for  VECP's  anepted 
under  these  remaining  areas,  the  incentive  sharing  rates 
apply. 

(NM) 

Alternau  HI  (APR  1984).  When  the  head  of  the  con¬ 
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tracting  activity  determines  that  the  cost  of  calculating  and 
tracking  collat^  savings  will  exceed  the  benefits  to  be 
derived  in  a  contract  calliitg  for  a  value  engineering  incen¬ 
tive.  delete  paragraph  O')  from  the  basic  clause  and  redesig¬ 
nate  the  remaining  paragraphs  accordingly. 


REQUEST  FOR  CLOSEOUT  INFORMATION 


From: 

To: 

Subj:  REQUEST  FOR  CLOSEOUT  INFORMATION  UNDER  CONTRACT 

_ -  -  WITH  (INSERT  CONTRACTOR'S  NAME, 

ADDRESS.  CITY,  STATE  AND  ZIP  Code 

Ref:  (a)  Recjuisition  No. _ 

1.  _  Pursuant  to  FAR  4.804,  Closeout  of  Contract  Files,  it 

is  requested  that  the  PCO  be  furnished  evidence  of  final 
payment  under  subject  contract  by  MILSCAP  PK9  card  or  the 
completed  questionnaire  below. 

_  Prior  to  closeout  of  contract,  this  office  requires 

notification  of  date  material  and/or  services  were 
received/completed  and  accepted.  To  permit  closing  of  subject 
contract,  request  DD  Form  250  or  the  completed  questionnaire 
below  be  furnished. 

2.  Reply  is  requested  no  later  than  (date) .  Questions 
concerning  above  may  be  addressed  to  (Contract  Administrator. 
Code,  (AUTOVON  and  commercial  phone  number) . 


By  direction 

CONTRACT  NO.  _  DATED  _ 

VOUCHER  NO.  _  AMOUNT  _ 

EXCESS  FUNDS:  _ YES  _ ^NO  IF  YES, AMOUNT _ 

MATERIAL /SERVICES  INSPECTED  AND  ACCEPTED  ON  (DATE) 
SUBMITTED  BY:  (SIGNATURE) _  DATE: _ 


Exhibit  B 
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SUBPART  204.8-CONTRACT  FILES 


204.802  Contract  files. 

Official  contract  files  shall  consist  of- 

(1)  Only  original,  authenticated  or  confoimed  copies  of  contractual  instruments-- 

(i)  "Authenticated  copies"  means  copies  that  are  shown  to  be  genuine  in  one  of  two  ways— 

(A)  Cenification  as  true  copy  by  signature  of  an  authorized  person;  or 

(B)  Official  seal. 

(ii)  "Conformed  copies"  means  copies  that  are  complete  and  accurate,  including  the  date 
signed  and  the  names  and  titles  of  the  parties  who  signed  them. 

(2)  Signed  or  official  record  copies  of  correspondence,  memoranda,  and  other  documents. 
204.804  Closeout  of  contract  files. 

Normally,  the  closeout  date  for  contract  files  is  the  date  in  Block  9d  on  the  DD  Form  1594, 
Contract  Completion  Statement,  or  in  columns  59-65  on  the  PK9.  If  the  contracting  office  must 
do  a  major  closeout  action  that  will  take  longer  than  three  months  after  the  date  shown  in  Block  9d 
of  the  DD  Form  1594,  or  in  columns  59-65  of  the  PK9- 

(1 )  The  closeout  date  for  file  purposes  w  ill  be  the  date  in  Block  lOe  of  the  DD  Form  1594  or 
the  date  of  the  closeout  statement  executed  when  the  MILSCAP  PK9  is  received. 

(2)  The  contracting  office  shall  notif\’  the  contract  administration  office  of  the  revised 
closeout  date  by  either  sending  a  copy  of  the  completed  DD  Form  1 594  or  by  preparing 
a  MILSCAP  Format  Identifier  PKZ,  Contract  Closeout  Extension. 

204.804- 1  Closeout  by  the  office  administering  the  contract. 

( 1 )  For  contracting  offices  administering  their  own  contracts,  locally  developed  forms  or 
statement  of  completion  may  be  used  instead  of  the  DD  Form  1594,  Contract 
Completion  Statement.  Whichever  method  is  used,  the  form  shall  be  retained  in  the 
official  contract  file. 

(2)  For  contracts  valued  above  the  small  purchase  threshold,  prepare  a  DD  Form  1597, 
Contract  Closeout  Check  List,  (or  agency  equivalent)  to  ensure  that  all  required  contract 
actions  have  been  satisfactorily  accomplished. 

204.804- 2  Closeout  of  the  contracting  office  files  if  another  office  administers 
the  contract. 

(1)  When  an  office,  other  than  the  contracting  office,  administers  the  contract,  it  shall- 

(i)  Provide  the  contracting  office  an  interim  contract  completion  statement  when  the 

contract  is  physically  completed  and  accepted.  This  notice  may  be  in  the  form  of  cither 
a  DD  Form  1594,  Contract  Completion  Statement,  or  a  MILSCAP  Format  Identifier 
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Interim  PK9,  Contract  Physical  Completion.  When  the  DD  Form  1594  is  used,  the 
contracting  officer-- 

(A)  Annotates  Block  8,  Remarks,  with- 

(1 )  "Notice  of  Physical  Completion;" 

(2)  Final  acceptance  date; 

(3)  Signature  of  a  responsible  official;  and 

(4)  Date  signed. 

(B)  Does  not  complete  Blocks  9(b),  (c),  and  (d)  at  this  time; 

(ii)  Prepare  a  DD  Form  1597,  Contract  Closeout  Check  List,  if  necessary,  to  determine  that 
all  the  required  actions  have  been  done, 

(iii)  Initiate  DD  Form  1593,  Contract  Administration  Completion  Record,  if  necessary  to 
obtain  statements  from  other  organizauonal  elements  that  they  have  completed  the 
actions  they  are  responsible  for,  and 

(iv)  Upon  final  payment-- 

(A)  Process  the  DD  Form  1594  with  Blocks  1  through  9  completed  or  the  .MtLSCAP 
Format  Identifier  PK9  venfying  that  all  contract  administration  office  actions 
have  been  done;  and 

(B)  Send  the  original  of  the  DD  Form  1594  or  the  MILSCAP  Format  Identifier  PK9 
to  the  contracting  office,  and  fiie  a  copy  in  the  official  contract  file. 

(2)  If  the  administrative  contracting  officer  (.ACO)  cannot  closeout  a  contract  within  the 
specified  time  period  (see  FAR  4,804- 1 ),  the  AGO  must  notify  the  procunng  contracting 
officer  (PCO)  within  45  days  after  the  expiration  of  the  time  period  of-- 

(i)  TTie  reasons  for  the  delay;  and 

(ii)  New  target  date  for  closeout.  If  MILSCAP  procedures  apply,  the  AGO  shall  use  the 
MILSCAP  Format  Identifier  PKX,  Unclosed  Contract  Status,  to  provide  this  notice  to 
the  PCO. 

(3)  If  the  contract  still  is  not  closed  out  by  the  new  target  date,  the  ACO  shall  again  notify 
the  PCO  with  the  reasons  for  delay  and  new  target  date.  If  MILSCAP  procedures 
apply,  continue  to  use  the  MILSCAP  Format  Identifier  PKX.  Unclosed  Contract  Status, 
to  provide  this  notice. 

204.805  Disposal  of  contract  files. 

( 1 )  The  sources  of  the  period  for  which  official  contract  files  must  be  retained  are  General 
Records  Schedule  3  (Procurement,  Supply,  and  Grant  Records)  and  General  Records 
Schedule  6  (Accountable  Officers'  Accounts  Records).  Copies  of  the  General  Records 
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Schedule  may  be  obtained  from  the  National  Archives  and  Records  Administration, 
Washington,  DC  20408. 

(2)  Deviations  from  the  periods  cannot  be  granted  by  the  Defense  Acquisition  Regulations 
Council.  Forward  requests  for  deviations  to  both  the  General  Accounting  Office  and  the 
National  Archives  and  Records  Administration. 

(3)  Hold  completed  contract  files  in  the  office  responsible  for  maintaining  them  for  a  period 
of  12  months  after  completion.  After  the  initial  12  month  period,  send  the  records  to  the 
local  records  holding  or  staging  area  until  they  are  eligible  for  destruction.  If  no  space  is 
available  locally,  transfer  the  files  to  the  General  Services  Administration  Federal 
Records  Center  that  services  the  area. 

(4)  Duplicate  or  working  contract  files  should  contain  no  originals  of  materials  that  properly 
belong  in  the  official  files.  Destroy  working  files  as  soon  as  practicable  once  they  are 
no  longer  needed. 

(5)  Retain  pricing  review  files,  containing  documents  related  to  reviews  of  the  contractor's 
price  proposals,  subject  to  certification  of  cost  or  pricing  data  (see  FAR  15.804-2),  for 
SIX  years.  If  it  is  impossible  to  determine  the  final  payment  date  in  order  to  measure  the 
six  year  period,  retain  the  files  for  nine  years. 
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SUBPART  243.1..GENERAL 


243.102  Policy. 

(b)(i)  See  Subpart  217.74  for  limitations  on  issuing  undefinidzed  contract  actions. 

(ii)  Modificadons  of  letter  contracts  are  subject  to  the  same  policies  and  procedures  as 
modificadons  of  dcfinidvc  contracts. 

243.105  Availability  of  funds. 

(a)  10  U.S.C.  2405  prohibits  adjustments  in  price  under  a  shipbuilding  contract  entered  into 
after  December  7,  1983,  for  a  claim,  request  for  equitable  adjustment,  or  demand  for 
payment  under  the  contract,  arising  out  of  events  occurring  more  than  18  months  before 
submission  of  the  claim,  request,  or  demand. 

243.107  Contract  clause. 

For  DoD,  the  "specifically  authorized  representative"  (SAR)  referred  to  in  the  clause  at  FAR 
52.243-7,  Notification  of  Changes,  is  a  "contracting  officer  s  representative"  as  defined  in 
202.101  and  as  discussed  in  Subpan  201.6. 

243  107*70  Notification  of  substantial  impact  on  employment. 

The  Secretary  of  Defense  is  required  to  notify  the  Secretary  of  Labor  if  a  modification  of  a  major 
defense  contract  or  subcontract  will  have  a  substantial  impact  on  cmploymcnL  The  clause 
prescribed  at  249.7002(c)  requires  that  the  contractor  notify  the  contracting  officer  when  a  contract 
modification  will  have  a  substantial  impact  on  employment. 

243.170  Identification  of  foreign  military  sale  (FMS)  requirements. 

Identify  contract  modifications  that  add  FMS  requirements  by  clearly  marking  "FMS 
Requirement"  on  the  front.  Within  the  modification,  cite  each  FMS  case  identifier  code  by  line/ 
subline  item  number,  e.g  .  FMS  Case  Identifier  GY-D-DCA. 
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Detense  Federal  Acquisition  Regulation  Supplement 


Part  245--Govemment  Property 


SUBPART  245.6-REPORTING,  REDISTRIBUTION,  AND  DISPOSAL  OF 

CONTRACTOR  INVENTORY 


245.601  Definitions. 

(1)  ’'Connx)lled  substances”  means- 

(i)  Narcotic,  depressant,  stimulant,  or  hallucinogenic  drug  or  substance; 

(ii)  Any  other  drug  or  substance  controlled  under  Title  11  of  the  C'^mprehensive  Drug 
Abuse  Prevention  and  Control  Act  of  1970;  or 

(iii)  A  drug  or  substance  required  to  be  controlled  by  international  treaty,  convention  or 
protocol. 

(2)  ''Demilitarization”  means  the  act  of  destroying  the  offensive  or  defensive  characteristics 
of  equipment  or  material  to  prevent  its  fuiihcr  military  or  lethal  use. 

(3)  "Production  scrap"  means  material  left  over  from  the  normal  production  process  that  has 
only  remelting  or  reprocessing  value,  e.g.,  textile  and  metal  clippings,  borings,  and 
faulty  castings  and  forgings. 

(4)  "Serviceable  or  usable  propeny"  means  proper:}’  that  has  a  potential  for  use  or  sale  value 
"as  is"  or  with  minor  repairs  or  alterations;  only  property  in  Federal  Condition  Codes 
Al.  A2,  A4,  A5,  Bl,  B2,  B4,  B5,  F7,  or  F8. 

245.603  Disposal  methods. 

245.603-70  Contractor  performance  of  plant  clearance  duties. 

(a)  Authorization. 

(1)  Contract  administration  offices  (CAOs)  may,  with  head  of  the  contracting 
activity  approval  and  contractor  concurrence,  authorize  selected  contractors  to 
perform  certain  plant  clearance  functions  if  the  volume  of  plant  clearance  warrants 
performance  by  the  contractor. 

(2)  The  written  authorization  shall,  as  a  minimum- 

(i)  Designate  the  contractor  as  an  "accredited  contractor"; 

(ii)  Identify  the  plant  clearance  actions  to  be  performed; 

(iii)  State  that  the  Government  may  cancel  pan  of  or  all  of  the  authorization  to 
perform  plant  clearance  actions;  and 
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Dsfansa  Fadaral  Acquisition  Ragulation  Supplamant 


Part  245--Govemment  Prop 


(iv)  Provide  for  plant  clearance  officer  panicipadon  when  required. 

(b)  Government  oversight  and  assistance. 

(1)  The  contract  administranon  office  will  ensure  regular  evaluation  of  the  contractor's 
pterformance  of  the  plant  clearance  funcdon  and  any  corrective  acticm  required. 

(2)  The  plant  clearance  officer  shall- 

(i)  Evaluate  the  adequacy  and  ensure  compliance  with  contractor  procedures; 

(il)  Ensure  discrepancies  are  promptly  resolved; 

(ui)  Advise  the  contractOT  of  screening  and  inventory  schedule  requirements; 

CiN )  Respond  to  contractor  requests  to  withdraw  Govcmmcnt-fumished  property 
from  inventory  schedules, 

( V)  Evaluate  physical,  quantitative,  and  technical  allocability  of  contractor  inventory 
pnor  to  disposal  using  Standard  Form  1423,  Inventory  Venfication  Survey,  as  a 
guide. 

. . :  I  Direct  contractor  to  delay  disposioon  of  nonallocable  inventory  pending  a 
contracting  officer  decision; 

•  MI)  With  Lhe  contractor's  assistance,  establish  criteria  for  review  and  approval  of 

selected  contractor  disposal  decisions. 

•  M.:  Complete  first  endorsement  section  of  DD  Form  1640.  Request  for  Plant 

Clearance,  on  referrals  from  plant  clearance  officers  at  pnme  contract 
adrr.  nistrution  offices  for  the  disposal  of  subcontractor  inventory,  forward 
inventory  schedules  to  the  contractor  for  prtxessing;  and  forward  completed  case 
fiie  to  the  refemng  acnvity ,  and 

(ix)  Work  with  the  contractor,  screcners.  and  buyers  to  ensure  that  the  Government 
receives  maximum  rcutilization  and  disposal  proceeds. 

(c)  Accredited  contractor  plant  clearance  duties. 

The  accredited  contractor  shall-- 

(1 )  Ensure  inventory  schedule  acceptability.  Use  DD  Form  1637,  Notice  of  Acceptance 
of  Inventory,  if  desired; 

(2)  Suspend  disposition  of  property  when  assets  are  determined  nonallocable  (FAR 
45  606-3); 

(3 '  \\  ithdraw  propeny  from  inventory  schedules  and  notify  the  affected  screening 
activities  Obtain  plant  clearance  officer  approval  for  withdrawal  of  Government 
furnished  propeny  from  inventory  schedules  (FAR  45.606-4); 

<-  Determine  method  of  dispxjsa]  under  established  priorities  and  document  disposal 
decisions  and  acDons; 
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1991  EDITION 


CONTRACT  COMPLETION  STATEMENT 


t.  TOi  (Nmf  m4  ASdis»9  •/  OlHc^  antf  OUtcm  Sjmh^t  •!  lli«  ^CO,  it  toowiO 


Zs.  Pll  NUMBER 


Zh.  LAST  MOOlPiCATlON  NUMB: 

POOO 


Xe.  CALL/onocn  NUMien 


4.  conthacton  idcntitv 
CODE  AND  ADOHESS 


1.  EXCESS  EOMOS  □  YES  □  NO 


4«.  IF  FINAL  PAYMENT  HAS  EEEN  MADE,  COMPLETE 
ITEMS  S».,  AND  Sc. 


7a  IF  FINAL  APPROVED  INVOICE  FONWARDEO  TO  0.0. 
OF  another  ACTIVITY  AND  STATUS  OF  PAYMENT 
IS  UNKNOWN,  complete  ITEMS  F»,  AND  Te. 


•A.  VOUCHER  number 


Tk.  INVOICE  number 


7c.  DATE  FORWARDED 


ta.  all  administration  OFFICE  actions  REOUINEO  HAVE  BEEN  FULLY  AND  SATISFACTORILY  ACCOMPLISHED  this  INCLUDES 
PINAL  settlement  in  ThE  CASE  OF  A  PRICE  REVISION  CONTRACT 


S».  typed  NAME  OF  RESPONSIBLE  OFFICIAL 


PON  PURCHASINC  OFFICE  USE  ONLY 


lOa.  all  PURCNASINO  OFFICE  ACTIONS  REQUIRED  HAVE  BEEN  FULLY  AND  SATISFACTORILY  ACCOMPLISHED.  CONTRACT  FILE 
OF  THIS  OFFICE  IS  hereby  CLOSED  AS  OF: 

r~l  OATS  IMOWH  IN  ITEM  trf.  AROVI. 

rn  DATK  fHOWN  IN  tTKM  tO*.  BCLOw.  (Ch9cZ  thi*  tes  Only  if  tinot  comploil''^  of  ony  olgnttlcont  p%»chootnt  oUfco 
mcUcn  OMtondo  mmo  thmn  IAp««  mhCA*  boyond  ofoo^out  doto  ohowrt  In  ftom  04.  otcro.  In  ouch  coooot  oubmit  o  copy 
of  tho  eomiplotod  tom  upon  tinot  occompttofmont  oi  oil  purchmoini  offfe*  •cflont  lo  tho  conttoct  odmlnlotrotton  ottico. 
(Vpon  roootpt,  tho  controct  o4P4nlotroiion  ottico  ohoil  oaiond  It*  Iff*  cl***-Mir  doto  occoodtngty.)) 


!•».  ABMANKS 

Mi  dCTIOM  KMIIKS  lY  FMI  4,N4-S(i),  PMUMIAPHS  (t)-(lS)  MVE  KEN  VEIlFIEll  MU  COVLETEfi  IN  NEFMMTIOH  FOR  CLOOEOUT 
V  TNE  CORTtRCT  FILE. 

_  IN  NCCORSMCE  HITH  NNVCONPT  WMUAL  PNtNORNFN  04KK,  FINAL  NYNENT  NOTICE  IS  NOT  REQUIRED  ON  INDEFINITE  DELIVERY 
TYK  CONTRACTS. 


_  TIK  AM  NATERIAL  LAIOR  MUR/COST  TYPE  CMTRACT.  FILE  GMTAIH  CHPliTIOH/FINAL  INVOICE  OR  VONCNtt,  OCAA  FINAL 
AUDIT,  CQTRACTOR'S  OUDNISSION  OF  FINAL  RELEASE  AN  CONTRACTOR'S  AltIQNNENT  OF  REFUNDS,  REDATES,  CREDITS,  ETC. 


tOa.  TVPtO  NAME  OF  RUPONBIBLt  OFFICIAL 

(ODNTRACTING  OFFICER) 


((XNTRACTING  OFFICER) 


DO  1594 

I  F  •  70 


RKPLACU  BOtTIOM  OF  1  JUN  BB  ONICH  IB  OBSOURTI 

*  u.t.  Oanramanf  a.iaiiaf  OKi»  IMS— •asoil/ltlta  I  i 


S/N  0102-  LF-  016-  3502 


Ei'KTBIT  D 


ACTIVITY  1 -  lOST  LIST  PRODUCT  r?05D  90179  19:25  PAjit  ffttUt 

RECORD  MO.  TRANSACTION 


«  »  o> 

M 

0^0 
e  z  ^ 

^  K  w 
9  0  0 
«  »  o> 
I  ^  rv 
^  ^ 
O  «  yO 
fM  O  O 

o  o 
ess 
e  e 
u  u 


IF  KLLSCAP  PK9  DOES  ^PT  CDOTAIN  STATnmTr  THAT  ALL  REOUIRED  OOimWCT  ACMENISTRATION 
ftCTICWS  HAVE  BEEN  FinXY  AND  SATISFACTORILY  ACCOMPLISHED,  COMPLETE  DD  FOno  1594  AND 
REFERE>)CE  ATTAaiED  PK9. 


Prcparaiioo  aad  PayacBt  of  PobUc  Voocbcn 


U66S6 


CONTRACT  COMPLETION  STATUS 

reporting 

To  satisfy  the  requirements  of  Defense  Acquisition 
Regulation.  Supplement  No.  2.  when  final  payment 
is  made  on  a  contract  with  a  face  vdue  exceed¬ 
ing  510,000,  notification  will  be  furnished  to  the 
contract  administration  office  designated  in  the  con¬ 
tract.  The  notification  will  identify  the  contract  by 
number  and  will  show  voucher  number,  amount, 
and  date  of  final  payment,  and  amount  of  excess 
funds,  if  any.  by  each  set  of  accounting  dau  in¬ 
volved  When  the  coniraa  does  not  designate  a  con¬ 
tract  administration  office,  notification  of  final  W- 
ment  will  be  forwarded  to  the  purchasing  office. 
When  a  contract  cites  funds  of  more  than  one 
agency  and  designates  more  than  one  paying  office, 
the  notification  of  final  payment  will  state  that  final 
payment  has  been  made  against  that  portion  of  the 
contraa  specified  to  be  paid  by  the  reporting  of¬ 
fice.  Final  payment  notification  is  not  required  for 
basic  ordering  agreements.  Federal  Supply  con¬ 
tracts.  or  indefinite  delivery  type  contracts  but 
notification  will  be  furnished  for  individual  orders 
in  excess  of  $10,000  issued  against  such  contrartual 
documents. 


( 
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MAVY  ACQUXCXT20N  PROCEDtMS  lOTPLEKEHT 


43.10S  (OPAXS  243.105)  Availability 
of  fuada . 

(S-70)(2)  Subject  to  the 
limitations  prescribed  In  (S-90) 

below,  authority  la  hereby  delegated 
to  ACOs  to  execute  contract 
Bodif Icatlona  providing  for  the 
deobllgatlon  of  unexpended  dollar 
balances  considered  excess  to  known 
contract  ragulreiDents  In  those 
applicable  OoM  contracts  assigned  for 
administration.  The  AGO  shall  execute 
a  bilateral  contract  modification 
reducing  the  dollar  balance  of  the 
contract  when  It  Is  determined  that 
excess  funds  are  available  for 
deobligation.  Xf  more  than  one 
appropriation  la  Involved,  the  excess 
amount  for  each  appropriation  shall  be 
Identified.  The  AGO  Is  authorized  to 
Include  statements  of  funding 
contingencies  reserved  by  either  party 
for  further  Government  obligation  and 
to  affect  a  net  reduction  of  the 
dollar  balance  of  obligated  OoN  funds. 

(S-90)  Limitations.  This 
delegation  applies  only  to  that 
portion  of: 

(1)  Don  cost  reimbursement 
contracts  where  OoN  funds  are 
involved;  and 

(2)  OoN  fixed-price  contracts 
where  DoN  funds  are  obligated  or 
committed  pursuant  to  provisioning 
procedures,  or  where  OoN  funds  for 
engineering  services  and  related 
support  are  Involved. 
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(CONTRACTOR) 


Subject ;  Contract  _ -  ~  - _ 

Gentlemen : 

The  sxibject  contract  covered  (description  of  supplies/ 

services)  for  the  period  _  to  _  as  required 

by  (customer)  . 

Pursuant  to  the  provisions  of  FAR  Clause  52.216-7  entitled 
"Allowable  Cost  and  Payment" (for  Cost  Reimbursement 
contracts) /FAR  Clause  52.232-7  entitled  "Payments  under  Time- 
and-Materials  and  Labor-Hour  Contracts”  (for  T&M/LH 
contracts) .  it  is  requested  that  the  following  documentation 
be  provided  to  the  undersigned  with  copies  to  the  cognizant 
Defense  Contract  Audit  Agency: 

*a.  Proposal  for  the  Final  Indirect  Cost  Rates  or 
submission  for  quick  closeout  procedures; 

b.  Completion  Invoice  or  Voucher; 

c.  Contractor's  Release  Statement;  and 

d.  Contractor's  Assignment  of  Refunds,  Rebates  and 
Credits . 

A  response  to  this  letter  is  requested  no  later  than  (date) . 
Any  circumstances  which  prevent  the  submission  of  the 
requested  date  or  questions  concerning  above  may  be  addressed 
to  (Administrator's  name.  Code.  Phone  number). 

Sincerely, 


Contracting  Officer 


cc ; 

DCAA 

*Applies  to  Cost  Reimbursement  Contracts  -  Delete  if  T&M  or 
LH. 
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From ; 
To: 


Sub j  :  REQUEST  FOR  FINAL  CLOSEOUT  AUDIT  ON  (CONTRACTOR'S  NAME) 
UNDER  CONTRACT  - - - 

Ref:  (a)  FAR  Clause  52.216-7/52.232-7 
(b)  FAR  4.804-5 <a) 

1.  The  sxibject  contract  expired  on  (expiration  date)  .  In 
accordance  with  references  (a)  and  (b)  ,  a  final  audit  is 
requested  for  contract  closeout . 

2.  The  final  audit  report  should  include  the  contractor's 
release  statement,  a  copy  of  completion  voucher  or  invoice  and 
the  contractor's  assignment  of  refunds,  rebates  and  credit. 

3 .  Circumstances  which  prevent  submission  of  the  above  data 
by  (90  days)  or  questions  concerning  this  request  may  be 
directed  to  (Contractor  Administrator,  Code,  AUTOVON  and 
commercial  phone  numbers) . 


By  direction 
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CONTRACTOR'S  ASSIGNMENT  OF  REFUNDS,  REBATES  AND  CREDITS 


Contract  No . 


Pursuant  to  the  terms  of  Contract  No.  _ -  - _  and  in 

consideration  of  the  reimbursement  of  (cost  and  payment  of 
fee/time  and  material/laJisor  hours)  .  as  provided  in  the  said 
contract  and  any  assignment  thereunder,  (contractor's  name), 
(hereinafter  called  the  Contractor)  does  hereby: 

1.  Assign,  transfer,  set  over  and  release  to  the  United 
States  of  America  (hereinafter  called  the  Government) ,  all 
right,  title  and  interest  to  all  refunds,  rebates,  credits 
(including  any  related  interest)  arising  out  of  the 
performance  of  the  said  contract,  together  with  all  the  rights 
of  action  accrued  or  which  may  hereafter  accrue  thereunder. 

2 .  Agree  to  take  whatever  action  may  be  necessary  to 
effect  prompt  collection  of  all  refunds,  rebates,  credits, 
(including  any  related  interest)  due  or  which  may  become  due, 
and  to  promptly  forward  to  the  Commanding  Officer,  ( recmestor ) 

_  checks  (made  payable  to  the 

Treasurer  of  the  United  States)  for  any  proceeds  so  collected. 
The  reasonable  costs  of  any  such  action  to  effect  collection 
shall  constitute  allowable  costs  when  approved  by  the 
Contracting  Officer  as  stated  in  the  said  contract  and  may  be 
applied  to  reduce  any  amounts  otherwise  payadale  to  the 
Government  under  the  terms  hereof . 

3.  Agree  to  cooperate  fully  with  the  Government  as  to  any 
claim  or  suit  in  connection  with  refunds,  rebates,  credits 
(including  any  related  interest) ;  to  execute  any  protest, 
pleading,  application,  power  of  attorney  or  other  papers  in 
connection  therewith;  and  to  permit  the  Government  to 
represent  it  at  any  hearing,  trial  or  other  proceeding  arising 
out  of  such  claim  or  suit. 

IN  WITNESS  WHEREOF,  this  assignment  has  been  executed  this 
_  day  of  (month) ,  1992. 


Contractor 


BY 

TITLE 
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CONTRACTOR'S  ASSIGNMENT  OF  REFUNDS,  REBATES  AND  CREDITS 

CERTIFICATE 


I,  _ _ _ ,  certify  that  I  am  the  _ 

(title) _  of  the  corporation  named  as  Contractor  in 

the  foregoing  assignment;  that  _  who 

signed  said  assignment  on  behalf  of  the  Contract  was  then 

(title) _  of  said  corporation;  that  said  assigiunent 

was  duly  signed  for  and  in  behalf  of  said  corporation  by 
authority  of  its  government  body  and  is  within  the  scope  of 
its  corporate  powers. 

(CORPORATE  SEAL) 


(Signature) 
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CONTRACTOR'S  RELEASE 

Contract  No . 


Pursuant  to  the  terms  of  Contract  No.  _ -  -  -  and  the 

consideration  of  the  sum  of  (spell  out  ^unount  in  dollars^ 

dollars  and  (spell  out  cents)  cents  _ .  )  which  has 

been  or  is  to  be  paid  under  the  said  contract  to  (contractor' s 
name) (hereinafter  called  the  Contractor)  or  to  its  assignees, 
if  any,  the  Contractor  upon  payment  of  the  said  sum  by  the 
United  States  of  America  hereinafter  called  the  Government) , 
does  remise,  release,  and  discharge  the  Government,  its 
officers,  agents,  and  employees  of  and  from  all  liabilities, 
obligations,  claims,  and  demands  whatsoever  arising  out  of  or 
under  this  contract,  subject  only  to  the  following  exception: 

1.  Specified  claims  in  stated  amounts,  or  in  estimated 
amounts  if  the  amounts  are  not  susceptible  of  exact  statement 
by  the  Contractor,  as  follows:  NONE 

2.  Claims,  together  with  reasonzd^le  incidental  expenses, 
based  upon  the  liabilities  of  the  Contractor  to  third  parties 
arising  out  of  performing  this  contract,  that  are  not  known  to 
the  Contractor  on  the  date  of  the  execution  of  the  release, 
and  or  which  the  Contractor  gives  notice  in  writing  to  the 
Contracting  Officer  not  more  that  6  years  after  the  date  of 
the  release  or  the  date  of  any  notice  to  the  Contractor  that 
the  Government  is  prepared  to  make  final  payment,  whichever  is 
earlier/  and 

3.  Claims  for  reimbursement  of  costs,  including 
reasonable  incidental  expenses,  incurred  by  the  Contractor 
under  the  patent  clauses  of  the  contract,  excluding,  however, 
any  expenses  arising  from  the  Contractor's  indemnification  of 
the  Government  against  patent  lieUSility. 

The  Contract  agrees,  in  connection  with  the  patent  matters  and 
with  claims  which  are  not  released  as  set  forth  above,  that  it 
will  comply  with  all  of  the  provisions  of  the  said  contract, 
including  without  limitation  those  provisions  relating  to 
notification  to  the  Contracting  Officer  and  relating  to  the 
defense  or  prosecution  of  litigation. 


1B6 


IN  WITNESS  WHEREOF,  this  release  has  been  executed  this 
day  of  (month) ,  1992. 


(Contractor) 

BY _ 

TITLE _ 

CERTIFICATE 


If  _  .  certify  that  I  am  the 

(title) _  of  the  corporation  named  as  Contractor  in 

the  foregoing  release;  that _ who 

signed  said  release  on  behalf  of  the  Contractor  was  then  _ 

(title) _  of  said  corporation;  that  said  release  was  duly 

signed  for  and  in  behalf  of  said  corporation  by  authority  of 
its  government  body  and  is  within  the  scope  of  its  corporate 
powers . 


(CORPORATE  SEAL) 


(Signature) 
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From:  Contracting  Officer, . . . 

To:  Disbursing  Officer,  _ 

Subj:  FINAL  PAYMENT  UNDER  CONTRACT  - - -  WITH 

(CONTRACTOR.  ADDRESS) _ 


Ref: 

(a) 

FAR  Clause  52.232-7 

Enel : 

(1) 

(Contractor's  Name)  Voucher  # 

(2) 

Brea)cdown  of  Charges 

<3) 

Contractor' s  Release 

(4) 

Contractor's  Assignment  of  Refunds,  Rebates,  and 
Credits 

In  accordance  with  reference  (a)  ,  it  is  requested  funds 

withheld  under  subject  contract  in  the  amount  of  _ 

be  released  as  final  payment  under  the  completion  invoice 
enclosed . 


Contracting  Officer 
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EXHIBIT  0 


DD  FORM  **2  INSTRUCTIONS 


.  DOP  PROPERTY  IN  THE  CUSTODY  OF  CONTRAaORS 

(OFAMS  4S.S0S  U) 

<S«e  MftruCTiont  on  rtvtrtt  btferr  tomolfting  tttit  form  ) 


,1  TO  (£nief  njm*  *na  *aar»u  of  propcny  jominiirrjtori 


REFONr  AS  OF 

30  SEA  10 _ 

OR 


«t*otT  coanei 


Z.  FROM  (£nttr  full  n«m«  sna  ioarta  of  contrsctOft 


3.  if  GOvERNWENT  ■  OWNED.  CONTHACTCR-OPERATEO  ?uANT. 
ENTER  GOVERNMENT  NAME  OF  PLANT 


A  CONTRACT  NO.  (P«N)  15.  CONTRACT  16.  SUSiNESS  TYPEI  7.  OFFICIAL  NAME  OF  PARENT  COMPANY 

I  PURPOSE  I  (L  S.  or  Nt  i 


S.  PROPERTY  lOCATiONiS) 


9  PLANT  EQUIPMENT  PACKAGE  (PEP  No.  tna  u**J 

■i 


«.  PROPERTY 
(Typ*  or 
AttourtO 


b  balance  BEGINNING  OF  PERIOD  | 

(1)  ACQuiiition 

(2)  Ouarttity 

e.  ADDITIONS 

d.  DELETIONS 

Con 

(in  units 

(in  doiUni 

Of  seres) 

(in  dollsrs) 

(in  dollsrs) 

balance  end  of  period 


(in  unitt 
or  acrti) 


i.  industrial  plant 

EQUIPMENT 


14.  SPECIAL  TEST  EQUIPMENT 


IS.  SPECIAL  TOOLING 

(Gortrnmtnt  rit/t  Only) 


16.  military  PROPERTY 
<Agtn<yAteulHr) 


17.  GOVERNMENT  MATERIAL 
IGovtmmtnt-fumahod) 


18.  GOVERNMENT  MATERIAL 
(Contraaor-Acqufrtd) 


I  certify  that  this  rtport  wat  prepared 


19  CONTRAaOR  representative 


a.  TYPED  NAME 


CERTIFICATION 

OoO  repuirementi  from  records  maintained  under  FAR  and  Of  ARS  4S.S. 


0.  SIGNATURE 


">  OOO  property  representative 


TYPED  name 


a.  telephone  numbers  (Commema/  and  Awtovon) 
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d.  OATS  StCNEO 


are  odfolete. 
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EXHIBIT  P 


REPORTING  INSTRUCTIONS 


GIM£IIAL  Th«  orimt  contrsaor  thall  raport  all  OoO  orooany  (at 
inoicatttf)  in  Its  custody  or  m  that  o(  its  subcontractors  as  of 
*  Saottmbor  30  to  tha  Covarnmant  Oroparty  Raorpsarttatiwa  by 
Octobar  21  of  aach  yaar.  Rapert  tare  baiancas  on  contracts 
accountable  for  OoO  property  whan  they  ciosa. 

maORT  Ai  or  30  sta  H  FiII  m  the  appropriate  yaar  (or 
other  oataj. 

ITIM  1  •  TO.  Enter  tha  nama  of  tha  Gowarnmant  Rroparty 
Raprasantativa.  tha  Contraa  Administration  Offica  or  othar 
office  tha  Covarnmant  aroperty  Raprasantativa  works  for.  and 
tha  full  mailing  address  {including  Cly,  5tata.  sna  2IP  *  4>. 

ITtM  2  •  aaOM.  Enter  tha  full  nama  and  address  of  tha  reporting 
contractor  witn  the  Oivision  name  stated  after  the  Corporate 
name.  Use  the  name  as  it  appears  on  the  contract  but  omit 
articles  and  insert  spaces  between  company  names  ^nat  are  maoa 
up  of  letters  Ilka  BOM  international  Inc.,  for  example. 

ITEM  3  •  Enter  tha  Government  name  of  tha  plant  if  the  plant  is 
Govarnmant-ownao  and  Contractor-operated.  Leave  blank  if  it  is 
a  contractor-owned  plant. 

ITEM  *  •  CONTRACT  WO.  (PIINl  Enter  tha  l3-digit  contract 
numoar  or  Procurement  instrument  identification  Number  (PUN) 
under  which  tha  Government  property  is  accountable.  Use 
format  XXXXXX  -  XX  •  X  •  XXXX. 

fTEM  5  •  CONTRACT  PURPOSE.  Enter  one  of  the  following  1- 
charaaar  aipnaoatic  cooes  to*  identify  tha  general  purposes  of 
the  contract:  v 

a.  ROTBE 

'  ->  b.  Suoplitt  and  Equipment  (efe/hreraofe  end  Items) 

~  c.  Facilities  Contract 

d.  Lease  of  facilities  by  the  contractor 

e.  Maintenance.  Repair,  Modification,  or  Rebuilding  of 
Equipment 

f.  Operation  of  a  Government-Owned  Plant  or  Facilities 
including  test  sites,  ranges,  installations 

g.  Service  contract  performed  primarily  on  Military 
Installations,  test  facilities,  ranges  or  sites 

h.  Contraa  for  storage  of  Government  Property 

i.  Others 

item  B  .  TYPE  OF  BUSIWESS.  Enter  a  1-charaaer  alphabetic  code 
indicating  the  type  of  busineu  concern: 

L  •  Urge  S  -  Small  N  ■  Non-profit 

(See  PAP  Pan  ft  ter  dpfinitien  of  Small  and  PAP  31.70!  for 
dafmmon  of  Non-Profit.) 

ITEM  7  .  Enter  the  name  of  the  Parent  Corporation  of  the 
Reporting  Contraaor.  The  Parent  Corporaiic.'  .t  the  one  in  which 
common  stock  has  been  issued  irrespective  of  whether  the  stock 
■s  pubiKly  traded  or  net  and  which  is  not  a  subsidiary  of  artother 
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ITEM  B  -  PROPERTY  tOCATION(yi.  Erit.  the  primary  locatien(s) 
Of  the  property  if  it  is  located  at  site(s)  *n«r  than  that  of  the 
Reporting  Contraaor.  e  g.,  location  of  subconrect  property  or 
property  at  alternate  sites  of  the  prime  contracbr  Location  is 
the  Oty.  State  and  Zip  or  the  Military  installation  «  the  Foreign 
site.  Limit  input  to  69  charaaers.  NOTE:  Can  bwused  as  a 
'REMARKS*  f'eld. 


ITEM  9  •  PLANT  EQUIPMENT  PACKAGE.  Enter  the  Number  »nd 
Use  of  a  Plant  Equipment  Package  (PEP)'  if  one  exists  on  ttrs 
contraa.  Leave  blank  otherwise.  Example:  ARMY  PEP  #S70  •  81 
mm  Shells. 


ITEMS  10  .  IB.b.dl  -  ACQUISITION  COST  (BALANCE  AT  THE 
BEGINNING  OF  THE  FISCAL  YEAR).  Enter  the  acquisition  cost  for 
cacn  type  of  property  at  defined  in  FAR  or  OFARS  AS.S.  ,  The 
amounts  reponed  muA  agree  with  the  amounts  reponed  m  the 
previous  year  for  BALANCE  AT  END  OF  PERIOD. 

ITEMS  10.  12  •  16.b.(2>  •  QUANTITY  (BALANCE  AT  BEGINNING  OF 
THE  FISCAL  YEAR).  Enter  the  quantity  for  ail  categories  of 
Government  property  except  for  Other  Real  Property  and 
Material  on  hand  at  the  beginning  of  the  fiKal  year.  The 
amounts  reported  mua  agree  with  the  amounts  reponed  in  the 
previous  year  for  BALANCE  AT  END  OF  PERIOD. 

ITEMS  10  -  16.C.  •  ADDITIONS  (in  dof/ars).  For  the  property 
categories  indicated,  enter  the  acquisition  con  for  the  total 
additions  to  the  contraa  from  any  source  during  the  fiscal  year. 
Do  not  enter  for  Government  Material. 

ITEMS  10  •  16.d.  .  OEIETIONS  (in  dollars).  For  the  property 
categories  indicated,  enter  the  acquisition  con  (or  the  total 
deletions  from  the  contraa  during  the  fiscal  year  Do  not  enter 
(or  Government  Material . 


ITEMS  IB  •  IB  e.dl  •  ACQUISITION  COST  (BALANtt  AT  THE  END 
OF  THE  FISCAL  YEAR).  Enter  the  acquisition  con  for  eacn  type  of 
property  at  defined  in  FAR  or  OFARS  aS.S. 

ITEMS  10. 12  •  1B.e.(21  •  QUANTITY  (BALANCE  AT  END  OF  FISCAL 
YEAR).  Enter  the  quantity  for  all  categories  of  Government 
Property  except  for  Other  Real  Property  and  Material  on  hand  at 
the  end  of  the  fiscal  year.  These  will  be  carried  forward  to  reflect 
the  balance  at  the  b^innmg  of  the  following  year. 

ITEM  19  -  CONTRACTOR  REPRESENTATIVE.  Type  the  name  of  the 
contraaor  representative  autnoriied  by  the  property  control 
synem  to  sign  this  repon.  This  will  be  the  person  certrfying  the  : 
repoK  wot  prepared  under  OoO  reporting  requirements  from 
records  maintained  by  the  contractor  under  FAR  A  OFARS  4S.S. 
Date  and  signature  of  person  indicated  in  item  i9a. 

ITEM  20  •  OOO  PROPERTY  REPRESENTATIVE.  Type  the  name  of  ! 
the  OoO  Property  Administrator  or  other  Authonied  Property  i 
Representatnre.  plus  that  mdnnduars  commercia)  area  code  and  ' 
telephone  number  and  AUTOVON  number  (if  one  taimf. 
Signature  and  date. 

NOTE  TO  CONTRACTOR:  When  reporting  more  than  one 
contraa  from  the  same  location  and  the  same  contractor.  yM 
may  elea  to  fill  out  Data  Elements  1. 3. 6. 7.  and  19  only  once' as 
long  at  each  form  can  be  readily  identified  if  any  term  becomes 
separated  from  the  others.  The  certification  m  such  cates  wdl 
apply  to  all  forms  submitted  whether  or  net  each  form  m 
indnndually  signed. 

_ i 

ISQld  1 
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